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Hails Borrow-To-Buy Plan As 
‘Giant Step’; Discounts Attacks 


By ROBERT B. MITCHELL 


NEW YORK—Financed life insur- 
ance, also known as minimum deposit, 
is a giant step forward in furnishing 
large amounts of death indemnity for 
a small cash outlay—and this fact 
should not be obscured by the dust 
that is currently being stirred up over 
what are really side issues. 

This staternent was made by Wil- 
liam H. Bender Jr., general agent 
here for National Life of Vermont, one 
of the leading companies writing the 

,high early cash value policies on 
which the minimum deposit plan is 
based. 

' Mr. Bender said criticisms of cer- 
tain incidental aspects of financed life 
insurance are causing some distorted 
thinking on the basic validity of the 
financed insurance concept. 


Fits With Present Economy 


“Our present economy demands ex- 
actly what financed life insurance of- 
fers—high indemnity at a low cash 
outlay,” Mr. Bender told THE NATIONAL 
| UNDERWRITER, “The. so-called fifth 
| dividend option, providing one-year 
‘term equivalent to the cash val- 





ue being borrowed, overcomes the for- 
mer valid objection that the face 
amount of coverage was being stead- 
ily reduced. 

“Any new idea or philosophy that 
conflicts with the conservative pre- 
cepts of our business finds hard going. 
This is particularly true in the early 
stages, for the proponents are very 
much in the minority and the cause 
they are championing is foreign to the 
great majority. 


Has Brought Pressure 


“This difference of opinion has 
brought pressure and peculiarities into 
the picture. Basic principles have been 
constantly by-passed and the side is- 
sues magnified. Reduced to essentials, 
financed life insurance is nothing 
more than the theory of sell and lease- 
back applied to life insurance. It has 
been most successfully used in busi- 
ness, and that usage has been ampli- 
fied because of our present economy. 

“A brilliant commentator recently 
pointed out that the substitution of 
leasing for owning is spreading rapid- 
ly, for it allows funds to be put to bet- 
ter use and acts as a hedge against 

(CONTINUED ON PAGE 11) 





Pacific Mutual Life 
Takes Its Minimum 


i 
| 
| 


‘Deposit Off Market 


' Pacific Mutual Life has withdrawn 
|from the market its full-reserve, first- 


4 | year cash value contracts, effective 
| Dec. 31. The announcement was tele- 
| graphed to Pacific Mutual agencies by 
| President T. S. Burnett. 

! In a follow-up--message, Ralph J. 
| Walker, vice-president, stated that “no 
j action as important as the withdrawal 
'of this policy form was taken without 
‘careful consideration of cause and 
| effect.” 

The minimum deposit, life paid at 
age 95 policy has been a sales leader 
}ever since it was introduced in May, 
‘Mr. Walker said. “In less than eight 
short months we have seen this policy 
go from a standing start to a point in 
2 recent two-weeks’ period when it 
:}represented 31% of our new business 
;| applied for. 

“| Lacks Sound Basis 

“During this same period, however, 
your company has become increasingly 
concerned about the long term social 
and economic aspects of minimum 
deposit life insurance. We have with- 
-)drawn the policy because, in our 
opinion, it cannot be sold for the long 
yterm on an economically sound and 
socially proper basis. 

“We deplore having to take an 
action which tends to deprive even a 
tew people of a needed service when 
‘{that action results from our inability 
‘fto devise proper control. But we have 
an obligation to our policyholders and 
fto our field force to give leadership of 
.fthe highest quality. We have an 
ubligation to look to the future as well 
sas to the present.” 





Nw Mutual Agents 
Barred From Sale 
Of Mutual Funds 


Northwestern Mutual Life’s direc- 
tor of agencies, Robert E. Templin, 
has sent the following circular letter 
to all agents of record: 


Recently, a number of mutual funds 
distributors have been advertising for 
and soliciting life insurance agents in 
an attempt to acquire a ready-built 
trained sales force. 

Their recruiting sales talk is based 
on the questionable premise _ that 
“your prospects and policyholders are 
going to buy mutual funds from some- 
one; you might as well get the com- 
mission.” Of course, this could apply 
to almost anything that is sold by a 
commission salesman. 

Regardless of what our opinion may 
be as to the merits of mutual funds 
as investments, it is obvious that 
their sale in most instances is com- 
petitive with, rather than comple- 
mentary to, life insurance. _ 

So that there may be no possible 
misunderstanding of the company’s 
attitude, this letter is to inform all 
agents that the sale or attempted sale 
of mutual funds by any full-time 
agent under contract will be consid- 
ered a violation. 

I am confident that this action will 
meet with the hearty accord of the 
vast majority of our agents. 


Prudential'’s Millionth A&S Policy 

Prudential has just issued its one 
millionth individual A&S policy. The 
insured is an eastern newspaper pub- 
lisher. The policy is a hospital and 
surgical expense plan for himself-and 
his family. 


Boston Again Leads 
Other Major Cities 
In Ordinary Gains 


Boston still topped other major cit- 
ies with a rate of increase in ordinary 
sales during November of 18% for the 
month and 25% for the first. 11 
months. Percentage gains in ordinary 
sales in November and the first 11 
months for other large cities, respec- 
tively, were Chicago 2 and 0, Cleve- 
land -7 and -1, Detroit -9 and -6, Los 
Angeles -2 and 3, New York City 5 
and 10, Philadelphia -2 and -3, and 
St. Louis -9 and 0. 


E. A. Stowell New 
O. Superintendent 


Edward A. Stowell, a Toledo attor- 
ney, has been appointed Ohio superin- 
tendent of insurance, a position of 
cabinet rank in that state. He succeeds 
Arthur I. Vorys. 

Mr. Stowell is in private practice in 
Toledo, but before going into legal 
work was an agent for New York Life 
for a while after graduating from the 
University of Toledo law school. He is 
34 years old. 





| Cal. Edges N. Y. 
In NALU Members 


California Assn. of Insurance 
Agents has overtaken the New York 
association in the total membership 
derby, becoming the largest member 
organization of National Assn. of Life 
Underwriters, according to Hal Cur- 
rier, NALU membership promotion 
director. The California organization 
has 5,870—just a shade ahead of the 
Empire state’s 5,866. 

Number 5,867, the member that put 
California ahead, is Walter P. Rued- 
rich, Washington National, Oakland. 


Teachers Hear Both 
Sides Of Regulation, 


Curriculum Issues 


McGill Elected President, 
Hedges Moves To Ist V-P; 
Elizur Wright Award Given 


By R. R. CUSCADEN 


The academic side of insurance re- 
ceived a full two-day airing this week 
as American Assn. of University 
Teachers of Insurance held its an- 
nual meeting in Chicago. 

Topics under’ discussion ranged 
from those within the ivy walls (in- 
surance curricula) to those without 
(state vs federal regulation). It was 
perhaps this wide diversification of 
subjects which made for so many 
well-attended sessions. It will certain- 
ly make for much additional discus- 
sion when the teachers return to 
their various and far-flung campuses. 

Dan McGill, University of Penn- 
sylvania, succeeded William T. Bead- 
les, Illinois Wesleyan, as _ president, 
and J. Edward Hedges, Indianr Uni- 
versity, moved up to Ist vice-,resi- 
dent. Other officers elected were: 
Davis W. Gregg, American College, 
2nd vice-president; Kenneth W. Her- 
rick, Texas Christian, sécretary-treas- 
urer (reelected); Kenneth Black Jr., 
Georgia State, active committee mem- 
ber, and Chester M. Kellogg, A. M. 
Best Co., associate committee member. 

Monday afternoon featured just two 
speakers, but as they represented 
diametrically opposite poles of opin- 
ion, their listeners did not lack a full 
afternoon of interest. Although not 
billed as such, Victor Hansen, U. § 

(CONTINUED ON PAGE 14) 





Walter P. Ruedrich, Washington National, Oakland, receives congratulations 
for becoming member No. 5,867 of California Assn. of Life Underwriters—the 
number which put California ahead of the New York association as the largest 


association in NALU. From the left are: 


Harry R. Pinney, Bankers Life Of 


Nebraska, Oakland, president of the California association; Mr. Ruedrich; John 
A. Reginato, San Francisco, Mr. Ruedrich’s general agent, and Robert K. Wahl, 
National Life of Vermont, Oakland, who recruited Mr. Ruedrich. 
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Phillips Sees Minimum Deposit 
Creating Bad Public Relations 


NEW YORK—Analyzing the mini- 
mum deposit plan in considerable de- 
tail, James T. Phillips, senior vice- 
president and chief actuary of New 
York Life, has prepared a statement 
on it that concludes: “Minimum deposit 
arrangements seem to have many in- 
gredients which could ultimately lead 
to bad public relations on a large scale. 
They are fraught with elements which 
are bad for the policyholder, the agent, 
and the company.” 

New York Life’s views on minimum 
deposit were set forth Nov. 21 in a 
letter to the field force from Execu- 
tive Vice-president Dudley Dowell. 
Mr. Dowell has sent Mr. Phillips’ state- 
ment to all New York Life field of- 
ficers and managers, with copies to 
office managers. The statement follows. 


The so-called “minimum deposit” 
concept, and the way in which it has 
been used, has cre- 
ated a number of 
problems. The sig- 
nificance of the 
problems which 
have developed 
warrant careful 
consideration since 
they involve a 
number of aspects 
which concern the 
policyholder, the 
agent and the com- 
pany. 

First of all, let’s 
consider the policyholder. The first 
thing which appeals to the policy- 
holder is the relatively small amount 
he has to put up initially in order to 
buy a certain face amount of “whole 
life’? insurance. The initial outlay un- 
der a minimum deposit arrangement 
certainly looks more attractive than 
that under a similar policy bought in 
the regular way. 

For example, suppose a man who is 
age 45 wants to buy $100,000 of “whole 
life’ insurance under a minimum de- 
posit arrangement. He could do this 
in one company, which has a high 
early cash value policy with cash val- 
ues equal to the reserve from the end 
of the first year, by putting up an in- 
itial payment of only $1,148. In another 


q 





James T. Phillips 





Smith Renamed In Pa. 


Francis R. Smith will continue -as 
commissioner in Pennsylvania, Gov.- 
elect David L. Lawrence has indicated. 
The new governor, of the same politics 
as his predecessor, takes office Jan. 20. 
The commissioner’s salary will be $20,- 
000 instead of $15,000 as a result of a 
state salary revision by the legislature. 


Great Southern To Pay 
$330,100 In Dividends 


Owners of participating policies in 
Great Southern Life will receive $330,- 
100 in policy dividends during 1959, 
approximately $20,000 more than was 
distributed in 1958, 

Directors also declared a stockhold- 
ers dividend of 40 cents per share, for 
the first quarter of 1959, payable next 
March. This is at the same rate as 
recent dividend payments. 


company with a policy providing for 
cash values equal to the reserve from 
the end of the third year, the initial 
outlay would be $1,975. 

These amounts compare with initial 
outlays of $3,404 and $3,345, respec- 
tively, for comparable “regular” pol- 
icies, assuming no loan financing is 
involved. 


Keeps Loan At Maximum 


The initial outlay does not, of course, 
represent the whole story. An unfor- 
tunate aspect of the minimum deposit 
approach is that, right from the is- 
suance of the policy, it is generally 
contemplated that the policyholder 
will use the yearly increase in loan 
value to help finance the policy. In 
other words, a maximum policy loan 
is maintained at all times. 

The effect of this type of financing 
is to give coverage which decreases 
from year to year accompanied by an 
increasing net outlay in relation to 
the current coverage. Various devices 
(for example, increasing term insur- 
ance riders or one year term insur- 
ance dividend options) have been de- 


veloped in an attempt to keep the cov- 
erage at a level amount for some pe- 
riod of years. But these devices nat- 
urally operate to still further increase 
the policyholder’s yearly outlay. 


Others Hold The Bag 


Another factor the policyholder 
should carefully consider is that the 
very nature of these high early cash 
value policies is such that the policy- 
holder who surrenders in the early 
years takes out more than the funds 
on hand. This naturally leaves a defi- 
cit which will have to be liquidated 
by those who do not surrender these 
policies. This must be so unless, of 
course, the company spreads the bur- 
den of any such losses among its other 
policyholders. 

The policyholder is generally also 
told about an anticipated tax savings. 
While this is a featured aspect of min- 
imum deposit arrangements, it is 
largely a delusion, even for the select 
few in high enough tax brackets to 
make the arrangement look good on 
paper. Where an _ individual enters 

(CONTINUED ON PAGE 18) 





YEAR IN REVIEW 





Family Ownership Of Life Coverage 
Reaches Peak $493 Billion In 1958 


Insured American families in 1958 
boosted their average life insurance to 
$11,000, increased their aggregate 
ownership to over $493 billion and 
received about $7,275,000,000 in life 
insurance benefit payments. This 
thrift record accomplished by 112 
million policyholders was reported by 
Institute of Life Insurance. 

In comparing the year’s results 
with aggregates current when it was 
founded 20 years ago, the institute 
reported that the amount of life insur- 
ance owned per family has increased 
more than three times, the total of 
life insurance in force has increased 
415 times and benefit payments were 
almost three times the amount paid 
20 years ago. 

The year’s purchases of new life 
insurance are estimated at $65.5 bil- 
lion, about $1.2 billion less than in 
1957, but more than six times the 
amount of life insurance bought in 
1938. The amount purchased this year 
was equal to 60% of the amount of 
life insurance in force when the 
institute was founded. 


Group Sales Drop 


The year’s decline in purchases was 
due primarily to a decrease in the 
amount of group insurance bought 
in 1958, the institute noted. A majority 
of business and industrial concerns 
now have group insurance programs, 
which has resulted in a leveling off 
in the issuance of coverage under new 
group contracts. On the other hand, 
American families purchased more 
individual life insurance protection in 
1958 than in any other year, as pur- 
chases of ordinary insurance reached 
record proportions. 

Estimated ordinary insurance pur- 
chases of $47.5 billion accounted for 


more than 70% of the new life insur- 
ance bought in 1958 and were approxi- 
mately $1.9 billion more than was 
bought last year and more than seven 
times the 1938 amount. At the close of 
the year, there was an_ estimated 
$288 billion of ordinary life outstand- 
ing, a 9% gain over 1957. 

Group life purchases, estimated at 

(CONTINUED ON PAGE 13) 


Nw Mutual Makes 
Major Changes In 
New Policy Series 


MILWAUKEE—Lower rates for wo- 
men and reduced gross premiums on 
many plans are among highlights of 
the completely new policy series which 
Northwestern Mutual Life made avail- 
able to the public Jan. 1. Changes in 
premiums, plans, features and benefits 
which are described by President 
Donald C. Slichter as “more major 
advances than have ever been offered 
at one time in our 102-year history,” 
include: 


Female Mortality Lower 


Reduced gross premiums on many 
policies; lower rates for women, based 
on the fact that female mortality is 
lower than male mortality; the com- 
pany’s first accidental death benefit; 
first retirement annuity plan for in- 
dividuals; a system of life income 
option rates new to the life insurance 
industry; several new plans designed 
to meet expanding insurance needs, 
such as a graduated premium plan. 

The new series also adds flexibility 

(CONTINUED ON PAGE 10) 
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Institute President 
Sees In-Force Al 
$530 Billion In ‘59 


Predicts Average Family's 
Ownership Will Be $11,500 
Before Close Of The Year 


Elsewhere on this page is reported 
a review of the life insurance business 
during the year just past provided by 
Institute of Life Insurance. In the 
following article, Holgar J. Johnson, 
institute president, takes a hard look 
at what the future holds for the life 
industry in 1959 and comes up with 
some encouraging estimates. 


By HOLGAR J. JOHNSON 


The life insurance business in 1959 
will continue to build upon its unpar- 
alleled thrift per- 
formance,  stimu- 
lated to greater 
merchandising ef- 
forts by the dual 
competition from 
outside the busi- 
ness and from 
among the more 
than 1,300 com- 
panies who will be 
serving close to 
115 million Ameri- 
can policyholders 
by the end of the 
year. Current public caution in spend- 
ing has resulted in a greater awareness 
and response to all forms of savings 
and security programs. 

The insured American family is ex- 
pected to raise its average ownership 
of life insurance to the $11,500 level 
in 1959 with aggregate ownership pas- 
sing the $530 billion mark. Still, as the 
year concludes, there will be far too 
many families whose insurance pro- 
tection is inadequate, or who have no 
protection at all. 


New Purchases Over $70 Billion 


We can expect however, that in the 
year ahead life insurance will be 
purchased by more people and in 
greater individual amounts than ever 
before. There is every indication that 
new purchases will exceed $70 billion 
during 1959 with ordinary life insur- 
ance continuing to provide the greater 
percentage, perhaps 70% of the total 
bought. 

Expanded merchandising activity on 
the part of the life companies in 1959 
should assure record purchases of 
ordinary insurance, while the forecast 
for improved business conditions holds 
the prospect of an upturn in group 
purchases. 

Liberalized underwriting provisions 
based upon continued good experience, 
discounts for larger quantity purchases 
and the introduction of new policies 
to meet current econumic conditions 
will encourage what could be a record 
number of families to provide the 
protection commensurate with the 
better standard of living they have 
achieved, 

Benefits Stepped Up 

The continuous flow of benefits to 
policyholders and their beneficiaries 
will be stepped up in 1959 with pay- 

(CONTINUED ON PAGE 9) 
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PorTER O. PAYNE 


Porter Payne learned well 
the lessons of competition 
as an undergraduate at 
the University of Georgia 
where, in two successive 
years, 1948-49, he earned 
All-American football 
honors. He also played on 


’ the winning All Star team 


in Chicago in 1950. 





LIFE INSURANCE EDITION 


Without Franklin specials, 
it would have beex 
itboooibde . . . 


Atlanta, Georgia 
December 3, 1958 


Mr. F. J. O’Brien, Vice President 
Franklin Life Insurance Company 
Springfield, Illinois 


Dear O’B: 
I should like to take this opportunity to express to all of you 


at the Friendly Franklin my sincere thanks for the cooperation 
you have given me since I came with the company. 


It was my vow at the beginning of the year to sell a million of 
insurance and I find that through November 30th I have sold 
$1,104,707. My first year commissions on this 11 months’ 
production should exceed $25,000. 


Without the Franklin specials I feel this would have been an 
impossibility. But I find public acceptance of our plans to be 
amazingly high. 

If I am to repeat my performance in 1959 I realize I must apply 
some of the principles I learned in playing football. It is important 
to follow through after tackling a job and to block out all obstacles 
that might stand in the way. 


My sincere thanks to all you at the Home Office; Henry 
Wagnon, my General Agent; and Knox Wyatt, my Regional 
Manager, for this opportunity. 


Cordially, 
Porter O. Payne 


An agent cannot long travel at a faster gait than the company he represents! 







CHAS, E. BECKER, PRESIDENT 


The largest legal reserve stock life insurance company in the U.S. devoted 
exclusively to the underwriting of Ordinary and Annuity plans 














SPRINGFIELD, ILLINOIS 
DISTINGUISHED SERVICE SINCE 1884 





Over Three Billion Dollars of Insurance in Force 
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Attacks On Interest Deduction To Carry 
Policies Noted By Huber In Emmons Case 


By SOLOMON HUBER 


General Agent, New York City 
Mutual Benefit Life 


Attacks by the commissioner 
deduction of interest incurred 
carry policies con- 
tinue. Two cases 
involving annu- 
ities were decided 
against the tax- 
payer by the tax 
court on Oct. 10th. 
In the Emmons 
ease cited as 31 T. 
C. No. 4, this was 
the sequence of 
events. 

In 1951 Emmons 
bought an annual 
premium annuity 
policy calling for 41 annual payments 
of $2,500 each. He paid the first pre- 
mium and the policy was issued as of 
Dec. 20, 1951. 

On Dec. 21, 1951, Emmons “bor- 
rowed” (quotes are the court’s) $59,- 
213.75 from a bank, on his personal 
note pledging the policy as collateral. 
With this amount he prepaid all 


on 
to 


Solomon Huber 





premiums at a discount, causing the 
bank to credit the loan to the account 
of the insurance company (policy). 
Emmons in effecting the paid-up pol- 
icy was never in possession of any 
funds which he could apply to any 
purpose. 


Paid $13,627.30 As Interest 


On Dec. 24, 1951, Emmons paid 
$13,627.30 to the insurance company 
as interest to Dec. 20, 1956, on an 
anticipated loan and was given a 
receipt so indicating. This brought 
the loan or cash value up to $68,364, 
which would normally have been the 
case five years later. 


On Dec. 27, 1951, Emmons _ re- 
ceived from the insurance company 
such amount and executed an “an- 


nuity loan agreement.” He repaid the 
earlier loan to the bank along with 
$45.55 in interest from the proceeds. 

On Dec. 31, 1952 Emmons paid the 
insurance company $9,699.64 as “an- 
nuity loan interest to Dec. 20, 1959.” 
This brought the cash or loan value 
up to $73,728, which it would nor- 
mally have been in 1959. This in- 
crease of $5,364 was received by Em- 
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4 most versatile decreasing term riders ever devised. 


6 some excellent territories still open (including a few major cities) in 
the United States and Canada. 


Pardonable 


rTriGae... 


... every once in a 
while a fellow just 
has to “pop his 
buttons” because 

he knows he has 
something great! 
For the man 
interested in 

agency management, 
we’ve got... 


6 The Top agency build- 
ing contract! For the man 
who is looking ahead to a 
profitable, secure future in his 
own agency, our contract can’t be 


beat. 
Ba personal producer’s contract second to 
none! It helps make recruiting a pleasure 
instead of a chore. The Home Office training 
program aids the new agent in making a rapid 
4 climb to a top producer. 


GA complete portfolio of life and S&A insurance plans, 
designed to fit every prospect and his particular needs. They 
/ include a low-cost whole life plan, Family Guardian (family 

group plan), Major Medical Catastrophe Insurance plans, and the 


If you want to “pop your buttons” in your own agency with a rapidly 
growing organization, contact The Maccabees, a Life Insurance 


Society, Detroit 2, Michigan. 


THE 


MACCABEES 
G Life Insurance Saciely 


Founded in 1878 


Home Office 
Detroit 2, Michigan 


mons who executed a second “annuity 
loan agreement.” 

After reviewing the transactions the 
court said: “. . . The deductions here 
sought must be denied. While in form 
the payment relied upon by petitioner 
appears clearly to constitute interest 
within the meaning of section 23(b) 
of the internal revenue code of 1939, 
the entire transaction lacks  sub- 
stance... 

“Section 23 (b) requires a payment 
for the use or forebearance of money, 
and not a payment in pursuance of 
a plan (the creation of an interest 
deduction) having no relation to the 
purported result, the purchase of an 
annuity. The real payment here was 
not the alleged interest; it was the 
net consideration, i. e., the first year’s 
premium plus the advance payment 
of future premiums plus the pur- 
ported interest, less the ‘cash or loan’ 
value of the policy. And the benefit 
sought was not an annuity contract, 
but rather a tax deduction of that 
part of the gross outlay designated 
for that purpose as ‘interest.’ 

“Petitioner did not seek an annuity, 
and in fact gave up all substantial 
rights of an annuitant in order to 
reach his true goal, deductions in an 
amount large enough to reduce his 
taxes in a sum greater than the net 
consideration or cost to him of the 
entire operation. 

“We might well characterize peti- 
tioner’s activities here as an opera- 
tion having no business or annuity 
or borrowing purpose—a mere device 
which put on the form of a loan as 
a disguise for concealing its real 
character, and the sole object and ac- 
complishment of which was the con- 
sumation of a preconceived plan, not 
to borrow money (or purchase an 
annuity) but to create a deduction for 
income tax purposes. 


Solely A ‘Contrivance’ 


“Similarly, we may freely concede 
the reality and validity of the an- 
nuity contract introduced into evi- 
dence. But it was acquired solely as 
a ‘contrivance,’ to the end that peti- 
tioner should acquire an interest de- 
duction. Paraphrasing once more, the 
entire transaction, although in terms 
within section 23(b), was an elaborate 
and devious attempt to create a 
deduction for tax purposes masquer- 
ading as the purchase of an annuity 
policy. 

“Here there was no independent 
nontax transaction in contemplation 
to which the sham activity was 
merely subsidiary; the sole activity, 
its beginning and end, was the pro- 
duction, where none would otherwise 
have existed, of a deduction. 


Existence Not Relevant 


“We do not consider relevant the 
fact that the policy in question still 
existed at the date of this hearing. 
The various actions taken with re- 
spect thereto were such as to make 
its lapse prior to its 1959 anniversary 
date impossible. We find it far more 
significant that the alleged ‘loan,’ de- 
spite petitioner’s assertion of an in- 
tention to continue the policy, has not 
been repaid. In fact, petitioner qual- 
ified his statement of intention in the 
following significant language: 

‘I would like to continue ‘the plan, 
and I will continue it very definitely, 
if the interest deductions are al- 
lowed...’ 

“If the deductions claimed are not 
to be allowed, there is no possibility 
and there cou'’d never have been a 
possibility that petitioner’s transac- 
tions will result other than in a loss. 
Insurance companies find it conven- 
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Ind. A&S Probers Make 
Four Recommendations 
For Legislative Action 


The Indiana joint legislative com- 
mittee which has been investigating 
hospitalization insurance in the state 
has drafted four bills it recommends 
for passage in the state’s general 
assembly convening this month. 

The first bill would establish an 
advisory board to the insurance de- 
partment; the second would prohibit 
tax supported or tax exempt hospitals 
from entering into contracts with 
insurers for the rendering of services 
without regard to actual costs; the 
third would require a written examin- 
ation for all types of agents’ licenses; 
and the fourth would give the depart- 
ment an additional 30 days in which 
to reject any new policy forms, riders, 
or endorsements filed with it. 


Makeup Of Board 


The proposed advisory board would 
be appointed by the governor and 
consist of a life man, a fire-casualty 
man, an A&S man, a person not 
connected with the insurance business, 
and the insurance commissioner as an 
ex officio member. Functions of the 
board would include administrative 
counsel with the department, regula- 
tions governing the operation of the 
department, and investigation of all 
matters under the jurisdiction of the 
department. 

The primary effect of the licensing 
bill would be to require departmental 
examination for a life license, which 
is now issued on the completion of an 
approved course of study. All other 
types of licenses in the state already 
require a departmental examination. 

Under the present law, new policies, 
riders, and endorsements, are sub- 
mitted to the department, which has 
30 days in which to object. If it does 
not object in that time, the form may 
be issued. The new law permits the 
department to take another 30 days 
on notification to the company within 
the first 30. 


FTC Dismisses Ad Charges 
Against Reserve Life 


Federal Trade Commission has dis- 
missed for lack of jurisdiction charges 
that Reserve Life of Dallas in some of 
its advertising misrepresented benefits 
provided by its A&S policies. 

An FTC announcement said that 
the commission granted Reserve Life’s 
motion to dismiss based on jurisdic- 
tional grounds stated by the Supreme 
Court in its per curiam opinion handed 
down last June 30 in the National 
Casualty and American Hospital & 
Life cases. 





ient to realize profits, and thus the 
‘interest? on a loan of ‘cash or loan’ 
value is necessarily greater than the 
increases in value of the same policy. 
To recognize this fact is to recognize 
that the sole value of the series of 
acts undertaken lies not in any busi- 
ness, investment or annuity purpose, 
but solely in the tax field.” 

In the Weller case cited as 31 T.C. 
No. 51 the court contented itself 
with saying .. . “The facts before us 
differ in no material sense from those 
in W. Stuart Emmons”... and again 
disallowed the interest deduction. 

Despite the ruling against the com- 
missioner in the Bond case decided 
in the U. S. court of appeals, 5th 
circuit on July 18, bank-loan sales- 
men are disturbed by the new cases. 
They can be more than mere straws 
in the wind. 
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Help your family to a healthy, happy winter... 


HERE IS, of course, no sure way to escape 

colds and other respiratory ailments 
during the raw and chilly months of winter. 
But there are certain safeguards that you 
can take now to help you go through this 
season in better health—and enjoy some of 
those invigorating days that the winter sea- 
son always brings. 


Keep in top physical condition. If you 
neglected to have a health examination dur- 
ing the past year, now’s the time to see your 
doctor for a check-up. If you’re especially 
susceptible to colds, he may want to give 
you one of the immunizing agents to in- 
crease your resistance. 


Eat a well-balanced diet. Food provides 
fuel for warmth and energy . . . and what 


you eat has an effect on whether you catch 
colds easily and whether you recover 
quickly from an illness. If your meals—in- 
cluding a good breakfast—are based on a 
wide variety of foods, you can be sure of 
getting all the proteins, vitamins and min- 
erals you need. 


Get lots of rest and sleep. Fatigue can 
lower your resistance to respiratory dis- 
eases. Plenty of rest, sleep and recreation 
can help you avoid that “run-down” feel- 
ing that so many people complain of dur- 
ing the winter season. 


Stay away from people who have colds. 
When someone has a respiratory disease, 
it’s easy to pick up germs from the sick 
person. Be particularly careful to protect 


young children from people who sneeze 
and cough carelessly. 


Avoid drafts and chilling and always wear 
clothing suited to weather conditions. It’s 
also wise to stay out of crowds. 


If you protect your health in these ways, 
the chances are that your resistance to 
colds, virus infections and pneumonia will 
be increased. In the event you develop one 
of these ailments, your ability to fight the in- 
fection and recover quickly will be greater. 


Remember that the danger of the com- 
mon cold lies mainly in other infections 
that may follow it. So, if your cold is ac- 
companied by fever, a persistent cough, or 
a pain in the chest, face or ear, call your 
doctor promptly. 
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Metropolitan Life Insurance Company 


(A MUTUAL COMPANY) 


1 MADISON AVENUE, NEW YorK 10, N. Y. 








This advertisement is one of a continuing series 
sponsored by Metropolitan in the interest of our 
national health and welfare. It is appearing in 
two colors in magazines with a total circulation 
in excess of 35,500,000 including Time, News- 
week, Saturday Evening Post, Ladies’ Home 
Journal, Good Housekeeping, Redbook, Reader’s 
Digest, National Geographic, U. S. News. 

















Life Policyholders 
Death Rate Climbs 
Again During 1958 


For the second consecutive year, the 
death rate among life policyholders 
showed a slight increase in 1958, ac- 
cording to Institute of Life Insurance. 
Diseases of the heart and arteries 
continued to take the major toll with 


HieNATIONAL UNDERWRITER 


the death rate from these diseases 
showing an increase in 1958. Deaths 
from these circulatory diseases ac- 
counted for well over one-half of 
policyholders’ mortality in 1958. 

Cancer ranked second as a cause of 
death with the 1958 experience show- 
ing a slight increase over the previous 
year. Together, cancer and the cardio- 
vascular-renal diseases accounted for 
about three out of four policyholder 
deaths this year. 

While 1957 was the epidemic year 
of Asian influenza, its effects extended 
into 1958 and were reflected in the 


year’s death rate. Mortality from pneu- 
monia and influenza will again be at 
a high level, resulting in most part 
from the high incidence of respiratory 
ailments prevalent during the first 
half of the year. 


Polio Deaths Decline 


The success in conquering polio was 
indicated in the mortality trends re- 
ported by the institute, as deaths from 
this disease reached a new low. The 
death rate from tuberculosis, once a 
serious health menace, was about 75% 
less than it was 10 years ago. 














A SPLIT-DOLLAR 

WHICH GIVES EMPLOYEES 

A LEVEL DEATH BENEFIT 
na ei: 





With our new Split-Dollar Plan it is possible 
to give life insurance protection to employees 
during their normal years of active employ- 


ment whereby: 


(1) the employer gets back the premiums 


he has paid 


(2) the employee at the same time main- 
tains a level death benefit 

(3) the part of the premium paid* by the 
employee is small after the first year 
and, at the younger issue ages, disap- 
pears in a few years. Even at the older 





*Based on current dividends and term insurance rates; 
neither guarantees nor estimates for the future. 


Connecticut Mutual |Life 


INSURANCE COMPANY « HARTFORD 


PLAN 


issue ages the employee’s share of the 

premium is only a small part of the 

total premium. 
This Split-Dollar arrangement is made possi- 
ble by CML’s new dividend endorsement pro- 
viding for the purchase of One-Year Term 
Insurance from dividend accumulations. This 
very valuable feature is made available on 
new Ordinary Life Policies, $10,000 or more. . 
Connecticut Mutual’s General Agencies from 
coast to coast will welcome inquiries from 
interested brokers. 
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Keesling Backs 
‘Surplus Interest’ 
As Sole Tax Basis 


WASHINGTON—A strong endorse- 
ment of the “surplus interest method” 
for federal taxa- 
tion of life com- 
panies has_ been 
presented to the 
Mills subcommit- 
tee of the House 
ways and means 
committee by 
Francis V. Kees- 
ling Jr., 1st vice- 
president and gen- 
eral counsel of 
West Coast Life. 

Mr. Keesling’s 
views were sub- 
mitted for the record of the subcom- 
mittee’s hearings, before which he had 
earlier appeared. 

The surplus interest tax method, 
sometimes called the Menge plan, 
would levy federal income taxes on 
life insurance companies based on the 
investment income of each individual 
company after proper allowance for 
reserves with which to meet future 
claims of policyholders and other ad- 
justments. The tax would not involve 
industry averaging of investment in- 
come as did former tax methods based 
on the investment income method. 


Best For Ali Concerned 


The surplus interest approach, Mr. 
Keesling said, should be used “100% 
across the board” for all companies 
“in the best interest of the govern- 
ment, the public and the industry.” 

Other formulas under consideration 
by Congress, including the total in- 
come approach taxing the companies’ 
so-called net gains from operations, 
and a method producing a combined 
tax levied on both the investment in- 
come of the companies and their net 
gains from operations were described 
by Mr. Keesling as unsound and dis- 
criminatory against many life insur- 
ance companies. 

He submitted charts to the subcom- 
mittee showing that a company pay- 
ing taxes based wholly or in part on 
net gains from operations could by 
reserve calculation adjustments m3- 
terially determine the amount of fed- 
eral taxes it would pay. Sharp varia- 
tions in the amount of taxes paid by 
otherwise identical companies could 
be brought about by using differing 
assumed interest rates in calculating 
the values of their reserves, the charts 
showed. This in turn would heavily 
influence the net gains from opera- 
tions shown on their annual financial 
statements, and their tax obligations 
would be varied accordingly. 


‘Total Income’ All Wrong 


So long as a total income type of 
tax method is based on the annual 
statement item net gains from opera- 
tions, Mr. Keesling told the subcom- 
mittee, “the entire tax structure will 
be unfeasible and erroneous.” 

“Another misconception which 
should be put straight is the erroneous 
designation of the so-called Treasury 
compromise (combined tax method) 

(CONTINUED ON PAGE 9) 


F. V. Keesling Jr. 





CONFIDENTIAL NEGOTIATIONS 
FOR SALE OF 
INSURANCE COMPANIES 
Ralph F. Colton 


30 N. LaSalle St. Chicago 2, Ill. 
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Ky. Central L.&A. 
No Longer For Sale 


In the wake of the refusal of Dan C. 
Parrish of Pittsburgh to purchase the 
stock of Kentucky Central Life & 
Accident at $127.50 a share, the com- 
pany officers have sent a letter to 
stockholders and employes saying that 
the “definite conclusion” has been 
reached that the company “will neither 
entertain nor ask other stockholders to 
entertain further offers to purchase 
control of the company. They (the 
officers) believe that further agitation 
about the sale of the control of the 
company would be most hurtful to its 
business, to its employes and to its 
stockholders.” 

It is mentioned in the letter that 
during the last six months numerous 
persons have approached the company 
with proposals to buy 51% or more 
of the stock. Much time has been spent 
in analyzing these proposals and dis- 
cussing them, but the officers and 
directors have reufsed to do anything 
toward enabling anyone to purchase 
only 51% regardless of the price, while 
in those cases in which the purchaser 


was ready to purchase all of the stock, 
“it turned out on the final showdown 
either that the price offered was 
inadequate, that the terms of payment 
were unsatisfactory, or that the would- 
be purchaser found himself unable 
to finance his offer except under 
an arrangement which would have 
meant the removal of the company 
from Kentucky, to which we are 
all violently opposed.” 

The letter concludes that Kentucky 
Central L.&A. “has made a great deal 
of money for its stockholders in the 
past and is making money for them 
now, and there is no reason whatever 
why, with the backing of the stock- 
holders, the company cannot continue 
to prosper to an extent even greater 
than in the past.” 


Sells 1 Million Shares In 16 Days 

Crown National Life, a new corpora- 
tion in Indianapolis, sold 1 million 
shares of stock, at $1 each, in 16 days 
to 400 buyers. There was an over- 
subscription of $250,000. The firm will 
offer industrial insurance after the 
state completes its audit and approval 
is granted. 
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PLICO 


contract 





Joseph E. Boettner, C.L.U., President 


* » * hard-won unity of 


Old Glory has grown to a 


world stature heretofore unknown. 


Likewise born from the many different financial needs 
of our population is the 


A symbol of low-cost protection, THE PLICO SERIES is a ser- 
ies of preferred rate, $10,000 minimum issue policy contracts. 


* the PLICO SELECT 
guaranteed rate, ordinary life 

* the PLICO PREFERRED 
participating ordinary life 


* the PLICO PROTECTOR 
a 5 year renewable and convertible term 


* the PLICO 65 
guaranteed rate, life paid up at 65 


AND, as new stars were added to our national banner 
: to symbolize the addition of new states, 
Philadelphia Life has added a new star to complete its 


PLICO SERIES 


* the PLICO 20 
a guaranteed rate, 20-payment life contract 


Other standard and special life insurance 
contracts available for every conceivable need. 


P. hiladelphia pk ife 


INSURANCE COMPANY 


111 NORTH BROAD STREET, PHILADELPHIA 7, PA. 


orn from a need to 
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a new nation, 














James H. Burdick, Agency Vice-President 




















HieNATIONAL UNDERWRITER 


Bankers Lite Of lowa 
Has Field Changes 


Several changes in field manage- 
ment, 


effective Jan. 1, have been 
made by Bankers 
Life of Iowa. Two 
veteran agency 
managers are re- 
linquishing active 
management func- 
tions in their agen- 
cies and are being 
named agency 
manager - consult- 
ants. 

J. M. = Keplar, 
Grand Rapids, 
Mich, agency 
manager, has been 
with Bankers Life since 1920 when he 
joined the Indianapolis agency. He 





Marvin Selvig 





J. E. Whitsell Pan Vaphiadis 


was named _§ successively supervisor 
of the Indianapolis agency in 1934 
and Grand Rapids agency manager in 
1936. 

Frank C. Wigginton, Pittsburgh 
agency manager, joined the company 





F. M. Baker 


R. L. Wamsley 


in that position in 1936. Before that he 
had been in personal selling and 
agency management with other com- 
panies. 

Frank M. Baker, Eau Claire, Wis., 
manager, goes to Pittsburgh to suc- 
ceed Mr. Wigginton. He joined the 
company as _ district supervisor at 
Mason City, Ia. in 1946 and was 
named agency supervisor in 1948, be- 
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ing appointed Eau Claire manager ix 
1950. 

Marvin D. Selvig, field supervisor 
since 1957, has been appointed Grand 


Rapids manager succeeding Mr. Kep 
lar. With the company since 195) 
Mr. Selvig was formerly with Minn 
eapolis-Honeywell and Schumacher 
Motor Express in Eau Claire. 

Richard L. Wamsley becomes Eay 
Claire manager. He is now agency 
supervisor at Sioux Falls. He wen 
with Bankers Life in 1953 at Sioux Fall 
and was named agency supervisor 
there in 1956. 
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Pan Vaphiadis, also a field super 
visor, goes to Detroit as manager 


these | 


replace John W. Paige who resigne Congre 
He joined Bankers Life in 1951, as gthey al 
special agent in Houston. A native o g He s 
Greece, Mr. Vaphiadis attended gradgium ta 
and high schools there and came tgance by 
the U. S. as a student in 1946. Bewhen ¢ 
fore entering the insurance businesseral ta 
he was in charge of the photographysaid, th 
department at Sears Roebuck & Coftion ml 
in Houston. when % 

John E. Whitsell, Mason City, Iajand th 
agency supervisor, becomes the ney becaus¢ 
Mankato, Minn., manager, replaci 
Cc. J. Bogard, who resigned. He we 
with the company in 1956, becomi 
Mason City agency supervisor in 195 
He had been agency trainer sine 
1957. He was a radio announcer an¢ 
salesman in Iowa and Montana fo 
more than six years before joining 
Bankers Life. 
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Join Nw Mutual 25-Year:Club insuran 
Edmund Fitzgerald, chairman of ©orrect 
Northwestern Mutual Life, was among COn8res 
36 new members inducted into thé tivities. 
company’s Quarter Century Club a Mr. 
the group’s annual meeting. An the life 
Scherr, mortgage loan department, ig it shou! 
honorary president of the club. I : 
addition to Mr. Fitzgerald, five othes Instit 
company officers were inducted in Sees 
the club. They are: Grant L. Hil 
vice-president; Gerald M. Swanstro ( 
general counsel; William W. Caryg ments « 
secretary of the board of trustees} the en 
Walter H. Meier, assistant director of Incre 
underwriting training; and William) mean t 


McCarter, associate actuary. ium do 
for the 


New Life Company In Arkansas 

First Security Life of Little Rock 
has been licensed in Arkansas. Th¢ 
new company, with authorized capital 
of 500,000 shares, no-par value com 
mon capital stock, has registered 75, 
000 shares of common stock to sell t 
residents of Arkansas only. 

Officers are Sam P. Watson, presi: 
dent, Harold R. Cure, executive vice: 
president and J. Rudolph Bates, sec; 
retary-treasurer. 



































BOSTON MUTUAL 
LIFE INSURANCE COMPANY 
156 STUART STREET 
BOSTON 16, MASSACHUSETTS 
INCORPORATED 1891 






[ BOSTON MUTUAL BUILDING 














Old in tradition and sense of respon- 
sibility—new in our progressive 
approach to the constantly chang- 
ing needs of policyholders. 
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nager iN’, V. Keesling Backs 
upervisor Surpl us I nter est’ 
d Grand As Sale Tax Basis 


Mr. Kep 
nee 1955 (CONTINUED FROM PAGE 6) 
th Minndas a ‘50-50’ proposition,” Mr. Keesling 
yumachersaid. “It should be understood for 
hat it actually is, namely, not a 
mes Eay‘50-50’ proposal at all, but actually 
7 agencya ‘100 plus 50’ proposal.” 
He wen{ Emphasizing his endorsement of the 
oux Fallgsurplus interest method, Mr. Keesling 
upervisogsaid: 
“The mutual and stock companies 

d superjshould take a united position along 
nager tgthese lines in conjunction with the 
resignedjCongress and the Treasury because 
951, as gthey all have a common interest.” 
native of He stated that the burden of prem- 
ed gradgium taxes imposed upon life insur- 
came tgance by the states must be considered 
946. Bejwhen determining the amount of fed- 
businessieral taxes. It is of vital concern, he 
tographysaid, that the amount of federal taxa- 
k & Coltion must not be of a damaging nature 
when added to state premium taxes, 
and that the life insurance industry, 
because of its long-term obligations 
to the insuring public, must remain 
healthy and competitive with other 
ecoming Savings institutions. 

in 1959 Mr. Keesling stated that study of 
er sincathe tax problem and the circum- 
1cer angstances surrounding the current legis- 
‘ana foglative proposals indicates the sincerity 
joiningof Chairman Wilbur Mills and _ his 
colleagues on the House ways and 
means committee in their desire to 
tax fairly on an equitable basis. How- 
ever, in view of the existing confusion 
and misconceptions which have un- 
derstandably arisen among members 
of the Senate and elsewhere outside 
of the House committee, stemming 
from the technical nature and term- 
inology of life insurance taxation, the 
life insurance industry must assume 
its rightful responsibility for clarify- 
ing the situation by authorizing and 
instructing Life Insurance Assn. of 
America, American Life Convention, 
Institute of Life Insurance and other 
insurance associations to proceed with 
corrective action through appropriate 
congressional and public relations ac- 
tivities. 

Mr. Keesling further said that if 
the life insurance industry does what 
sit should, a simple, workable bill pro- 
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«Institute President 
Sees ‘59 As Good Year 


(CONTINUED FROM PAGE 2) 
ments of about $8 billion representing 
the end-result of earlier planning. 

Increased ownership in 1959 will 
mean that a record number of prem- 
ium dollars paid by American families 
}for their insurance protection will be 
added to the investment capital aiding 
i practically every type of business 
j activity. This will open up new areas 
of economic development and increase 
the home ownership by families 
through mortgages. 

In the year ahead, many life insur- 
ance companies will extend their long 
range research and planning programs 
into operational areas which include 
agency, general marketing, office pro- 
cedures and investments. Also, during 
the year it is evident there will be 
increased training and planning for 
management succession. 

We can look forward to a furthering 
of sound public relations concepts 
established at the top management 
level of an increasing number of life 
Insurance companies. Relating to every 
detail of company management, these 
concepts better prepare the life com- 
panies ta meet the major social and 
economic changes that are forecast 
for the future. 


Willia 
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viding for a tax of the proper size 
and a proper method of taxation will 
result. If it fails to do so, he added, 
then by default there is grave danger 
that too burdensome a bill will come 
out of the House committee and that 
the Senate will increase that burden. 

Time is of the essence, he said, 
because the committee’s staff is pres- 
ently drafting legislation and _ the 
committee will undoubtedly give it 
consideration immediately after the 
new Congress convenes. 


New York Agents To Hear 
Goldberg Discuss Negative 


Aspects Of Mutual Funds 


Victor R. Goldberg, general agent of 
Mutual Benefit Life at Hempstead, 
L. I., has been scheduled to discuss 
“The Negative Aspects of Mutual 


Funds” before the educational meeting 
of New York City Life Underwriters 
Assn. 

Mr. Goldberg’s talk will cover ac- 
quisition costs and annual charges of 
mutual funds; life coverage arrange- 
ments; the insecurity of such a pro- 


gram and the loss possibility. He will 
also give the other side of claims made 
by many mutual fund salesmen and 
will show what happened when fund 
shares were purchased at previous 
bull market peaks. Mr. Goldberg will 
also point out that the life coverage 
plan in mutual fund sales guarantees 
payments due the fund first and 
protects the beneficiary with what is 
left over. 


Bankers National Boosts 
Total 1959 Dividends 5% 


Bankers National in 1959 will dis- 
tribute dividends amounting to an 
increase of some 5% above dividends 
set aside in 1958. The dividend scale 
will be revised for 1959 to reflect a 
redistribution of dividends by age and 
duration for most participating poli- 
cies. 

Interest on proceeds left under an 
optional settlement will be 3% if there 
are no withdrawal privileges or 2.5% 
if there are withdrawal privileges. The 
rate on dividends left at interest and 
on pension trust auxiliary funds will 
be 3%. 





Ketchum To Head 
Blue Cross-Blue Shield 
Coordinating Agencies 


Jay C. Ketchum, executive vice- 
president and general manager of 
Michigan Medical Service (Blue 
Cross) on March 1 will join Health 
Service and Medical Indemnity in 
Chicago as executive vice-president. 
Health Service and Medical Indemnity 
are the coordinating agencies for the 
Blue Cross and Blue Shield plans in 
the U. S. and Canada. 

Mr. Ketchum, a former Michigan 
deputy commissioner, has managed the 
Michigan Blue Shield since 1941. Earl- 
ier he was a senior vice-president of 
the D. F. Broderick companies and 
secretary-treasuree of Great Lakes 
Casualty of Detroit. 

Lite Companies Contribute To 
U. Of Michigan Actuarial Program 

The regents of University of Michi- 
gan have accepted a total of $6,600 for 
the actuarial science program, donated 
by 18 life companies. Donations to 
the program range from $50 to $2,500. 
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The hazard of financial disaster because of disability 
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This need for guaranteed, long 
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HieNATIONAL UNDERWRITER 


Nw Mutual Makes Major Policy Changes 


(CONTINUED FROM PAGE 2) 


to various benefits, raises prepaid 
insurance limits, places a new mini- 
mum on policy size, lowers conversion 


charges, and features a revised and 
improved policy form. 
Gross premium reductions range 


from about 15% for term to about 4% 
for retirement income plans. Ordinary 
premiums will be aboui 514% less, 
increased protection benefit about 7%, 
and short term about 614%. 

With the new gross premium rates 
for women they will pay a lower 
premium than a man of the same age; 
however, dividends and cash and other 
values will be maintained at the same 
level as those of a man of the same 
actual age. 

The accidental death benefit offers 
the new policyowner an _ additional 
payment exactly equal to the face 
amount of the policy where death 


results from “accidental injury”—re- 
garded as more liberal coverage than 
the usual “death by accidental means.” 
Purchasers who own other North- 
western Mutual permanent insurance 
may purchase this benefit in amounts 
larger than the face value of the new 
series policy:—where five or more 
annual premiums remain on any older 
policies, ADB may be purchased in an 
amount equal to the sum of the new 
and old insurance, with a top limit of 
five times the face amount of the new 
permanent type policy. Coverage is 
not suspended if insured is in the 
armed forces during a war. Issued 
at insurable ages 1 through 60, the 
ADB coverage is available on all 
premium-paying insurance plans. 

A retirement annuity plan, formerly 
handled only in the pension trust area, 
is now available to individual pur- 








Overseas territories Available 





We 
the tools! 


. up-to-date, constantly im- 
proving, field-tested sales tools! 
For example, our new SMALL 
GROUP LIFE INSURANCE kit 
includes: sales letter; sales talk: 
employer, employee, and 
general sales folders: all 
necessary forms and instruc- 
tions—all in one, neat file-fold- 
er package ready to complete 
the sale! Find out more about 
the advantages UNITED LIFE 
agents enjoy 


UNITED LIFE ano 
ACCIDENT INSURANCE CO. 


CONCORD, NEW HAMPSHIRE 


Write H. V. Staehle, Jr., C.L.U., Field 
Management V. Pres., United Life, 5 
White Street, Concord, N.H. STATES 
SERVED: 
Me., Md., Mass., *Mich., N.H., N.J., N.C., 
“Ohio, *Pa., R.I., S.C., Vt. Va. 


* General Agency Opportunities Available 


Brokerage opportunities Available 


give you 


. write now! 


Cal., Conn., Del., D.C., *La., 








chasers, without physical examination, 
in three plans maturing at ages 60, 65, 


and 70, issued from age 18 to ages 


50, 55, and 60, respectively. With 
satisfactory evidence of insurability, a 
waiver of premium at 65 may be 
added. 

The new system of life income 
option payment rates is geared to the 
estimated mortality and interest rates 
that will apply at the time of settle- 
ment. Rates will depend not only on 
the beneficiary’s age and sex, as in 
the past, but also on the date of 
settlement. When settlement is effected 
less than 22 years after issue of the 
policy, payment rates will be higher 
than those provided for in previous 
life income option contracts; where 
settlement is affected between 22 and 
29 years after issue, the same rates 
will apply; for settlements 29 or more 
years after issue, lower rates will 
apply. 

The graduated premium life plan, 
designed primarily for the “young man 
on his way up”, has a low initial gross 
premium with annual increases in 
four steps until it reaches its perman- 
ent level with the fifth premium. The 
ultimate premium is slightly less than 
that of a corresponding ordinary life 
policy issued at an age 2 years higher. 
The plan is permanent insurance pro- 
viding the same protection as ordinary 
life, and all provisions of the regular 
ordinary, including premium loan, are 
applicable. It is issued at ages 18 to 
60; $5,000 minimum face amount. 


Benefits More Flexible 


There is also a convertible protec- 
tion benefit—ordinary life or 65 life, 
with 10 year level term added; and a 
disability waiver at 65—a policy pro- 
vision offered by the company for the 
first time and extended to all policies 
in the company, which provides that if 
premiums have been waived because 
of total and continuous disability for 
five years, an insured age 65 needs no 
further proof of continuance of disa- 
bility. His premiums may be waived 
even though he recovers. 

Until 1947, policies provided that 
premiums would be collected and 
dividends paid on a policy through the 
year of a policyowner’s death. Later 
policies provided that premiums would 
be collected and dividends paid only 
through the policy month of death. 
This liberalization is now made appli- 
cable to policies of any age. 

Northwestern Mutual is also adopt- 
ing a new higher insurance limit on 
Jan. 1 and will, for the first time, 
reinsure standard lives. While rein- 
surance will be obtained, the company 
stated there would be no relaxing in 
its underwriting and the amount ap- 
plied for must be justified by the 
merits of the case. Reinsurance will 
be handled on an experience rating 
basis. 
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More Than a Half Century of Service 
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OK B.M.A Stock 
Split Of 23 For 1 


Stockholders of Business Men’s As, 
surance have approved a stock spli 
of 2% for 1, increasing the num 
ber of outstanding shares of capit 
stock from 800,000 to 2 million, an 
reducing the par value from $10 to $4 

In announcing the stock split, J. C 
Higdon, president, said that 142 shar 
of additional stock for each presen 
share will be issued Jan. 7 to owne 
of record at the close of business Jan 
5. He said that scrip certificates wi 
be available for fractional shares 
Under a_ buy-or-sell arrangemen 
snareholders will have until Feb. 4 
purchase or sell scrip certificat 
representing additional fractions t 
round out their holdings, after whic 
time, outstanding scrip certificates wi 
be redeemed in cash. 

If the annual report is as favorabl 
as is now anticipated, managemeni 
will recommend a semi-annual divi 
dend of 15 cents a share be declare 
The proposed new dividend rate afte 
the stock split is equivalent to a 25 
increase over the 1958 dividend rate 
Mr. Higdon said. 

On the 800,000 shares outstandin, 
prior to the split, the annual cas 
dividend was $480,000 .The proposed 
annual cash dividend will amount tq 
$600,000. 
























Merger Due For American 
Investors Corp. And 
American Investors Life 


The directors of American Investo 

Corp. and American Investors Lif 
have approved an agreement to merg 
the two companies. Despite the simi; 
larity of company names, there has 
heretofore been no connection betwee 
the two firms. 

This is the third such transactio 
within the past few weeks betwee 
American Investors Corp. and lif 
companies. Two weeks ago Americai 
Investors Corp. reached agreemen 
with Florida Sun Life and America 
Life savings for their acquisition o 
an exchange of shares basis. 

American Investors Corp. is ex 
changing shares with Florida S 
Life on a basis of two America 
Investors Corp. shares for three Flor 
ida Sun Life and with American Lif 
Savings on a one for one basis. Th 
transaction with American Investo 
Life will also be on a one for on 
basis. 

All three transactions are pendi 
approval by commissioners of Florida) 
Tennessee and Texas, and by th 
shareholders of the three life compan- 
ies involved. 


SEC Variable Annuity 
Regulation To Be Argued 
Before U.S. Supreme Court 


WASHINGTON—Two cases involv- 
ing the status of variable annuity 
regulation by Securities & Exchangé 
Commission have been set for argu 
ment before the U. S. Supreme Court 
during the week of Jan. 12. One hou 
on each side has been allotted fo 
arguments on the cases of National 
Assn. of Securities Dealers vs Variable 
Annuity Life and Equity Annuity Life 
and SEC vs Variable Annuity Life. 

NASD is appealing the decision 
from the U. S. circuit court of appeal: 
which sustained the district court’s 
decision against SEC’s attempt to 
require Variable Annuity Life to re- 
gister its policies as securites. 
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LIFE INSURANCE EDITION 


Hails Borrow-To-Buy Plan As Giant Step 


(CONTINUED FROM PAGE 1) 


inflation. The sooner the life insur- 
ance industry recognizes this fact, the 
sooner we can get on to the next piece 
of business—for financed insurance is 
here to stay, and make no mistake 
about it! 

Likens Public To Lola 


“To paraphrase the ‘Damn Yankees’ 
hit tune, ‘whatever John Public wants, 
John Public gets.’ The public wants 
financed life insurance and the verdict 
of John Public is the final one. The use 
of financed life insurance will ebb 
and flow with the economy of the 
times, but its permanence as an under- 
writing procedure has been established. 

“Financed insurance is not being 
bought by a bunch of village idiots. 
Usually it has the carefully consid- 
ered approval of the buyer’s account- 
ant and/or lawyer. Where financed 
insurance is used for business pur- 
poses, it furnishes high indemnity for 
the indicated needs and keeps the cash 
values free for corporate uses. 

“When purchased for personal re- 
quirements, it provides high indem- 
nity during the years of acute de- 
pendency when the children are grow- 
ing up, permits investment of funds in 
equities so the policyholder wil! have 
a stake in the growth of American 
industry, and when the family obliga- 
tions are diminished, he can seek old 
age income from sound investments 
rather than by sacrificing his life in- 
surance to live on its cash values.” 


Critics Hit Three Aspects 


Mr. Bender said the critics of fi- 
nanced life insurance concentrate their 
attack on three aspects: first, the al- 
leged abuses in selling the plan, 
whether accompanied by twisting or 
not; second, use of the plan as a way 
of reducing taxes, third, discrimina- 
tion against a company’s other policy- 
holders by giving the buyers of high 
early cash value contracts more for 
their premium dollars than is given 
the general run of policyholders. 

“The first problem,” said Mr. Bend- 


American Mutual GAs Meet 


General agents of American Mutual 
Life at a three-day meeting at the 
home office were praised by Vice- 
president Harry S. McConachie for 
their efforts in attaining record-break- 
ing production in 1958. A program of 
increased field supervision and assist- 
ance and a number of new sales aides 
were presented and quantity discount 
along with lower rates for women and 
decreased double indemnity rates were 
introduced. 





John Hancock Dividend Payments 
For 1959 Boosted More Than 10% 

John Hancock has apportioned some 
$86 million for dividend payments to 
policyholders in 1959, an increase of 
more than 10% over the 1958 figure. 
The action will result in an improved 
dividend scale on all existing classes 
of premium-paying and paid-up ordi- 
nary policies. Generally, the total rate 
of interest allowed on various funds 
held by John Hancock will be in- 
creased to 34%. 

For both ordinary and industrial pol- 
icies 1958 settlement dividend scales 
will be continued in 1959, and in addi- 
tion such dividends will be allowed 
for the first time on terminations by 
death. The dividend scale has also 
been improved for both premium- 
paying and paid-up retirement an- 
nuity contracts issued on or after Jan. 
1, 1939. The 1958 scale of dividends 
on contracts issued prior to Jan. 1, 
1939 wil] be continued in 1959. 


er, “can be controlled by the measures 
advocated by Merril P. Arden, agent 
of Connecticut Mutual in New York 
City and president of the Assn. of Ad- 
vanced Life Underwriters. These were 
quoted at some length in THE NATION- 
AL UNDERWRITER for Nov. 29, 1958. 
Essentially, they involve complete dis- 
closure to the prospect of what may 
be expected if he buys the proposed 
insurance and, in case of replacement, 
what would happen if he were to 
keep the old insurance. Also recom- 
mended is notification of the affected 
companies in cases of replacement. The 
companies already have ample powers 
to control their producers where they 
have reason to suspect malpractice.” 

As to the tax-avoidance criticism, 
Mr. Bender said, “Bunk! Unadulter- 
ated bunk! The critic who howls the 
loudest about sales being made mainly 
on the tax-shelter appeal is mentally 
myopic. If either he or his company 


out their income tax returns, then he 
is indeed a fool.” 

Complaints that high early cash val- 
ue policies involve discrimination in 
favor of their buyers and against a 
company’s other policyholders can be 
effectively met without impairing the 
policy’s basic appeal, Mr. Bender con- 
tends. Nevertheless, he conceded that 
this criticism of high early cash value 
policies merits careful consideration, 
because high first-year commissions, 
plus high early cash values, plus 
agency costs, plus home office costs 
plus mortality charges, etc., can read- 
ily exceed the first-year premium. 


Remedies Would Be Drastic 


“It doesn’t take a smart man to ad- 
mit that this is not actuarially sound,” 
he observed. “The remedies would be 
pretty drastic. First, the fifth dividend 
option providing one-year term cov- 
erage should be extended across the 
board to all policies. The companies 
should realistically raise the early cash 
values on all plans, so that John Pub- 
lic doesn’t feel as though he has been 
swindled when he finds it impossible 
to continue payments on his policies, 
particularly in the early years. 






ll 


“Obviously, this would call for a 
sharp cut in first-year commissions. 
It would also call for a cut in the other 
field acquisition costs. Instead of hav- 
ing what the mutual fund folks call 
a high ‘front-end load,’ we would 
spread the total acquisition cost (in- 
cluding commissions) more evenly 
over the first 10 years than is gen- 
erally done now. 


No ‘Traitor To The Cause’ 


“Lest my fellow field men consider 
me a traitor to the cause because of 
these suggestions, let me quickly 
point out that contracts containing 
high early cash values plus the fifth 
dividend option would make our prod- 
uct so much more attractive that the 
pick-up in volume and individual sales 
would more than offset the loss of 
first-year income, and the greater re- 
newals would stabilize the career 
agent’s income. 

“Finally, let me say that I firmly 
believe that the concept of financed 
life insurance is too big and too im- 
portant to too many people for us to 
abandon because of complaints di- 
rected at curable faults but not at the 
basic concept itself.” 
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FieNATIONAL UNDERWRITER 


Editorial Comment 


Financed Insurance: 


The borrow-to-buy plan of selling 
life insurance is treated from diam- 
etrically opposing viewpoints in this 
issue. William H. Bender Jr., general 
agent at New York for National Life of 
Vermont, in an interview, vigorously 
defends the basic principle of financed 
life insurance, variously called the 
bank-loan plan or minimum deposit. 
His thesis is that the barrage of criti- 
cism leveled at various aspects of the 
plan should not be permitted to ob- 
scure what he regards as the very 
great usefulness of financed life in- 
surance in those situations where it 
is appropriate. 

Opposing financed life insurance, 
not merely on the aspects cited by Mr. 
Bender as the targets of critics, but 
on the basic idea, is a statement by 
James T. Phillips, senior vice-presi- 
dent and chief actuary of New York 
Life. It was sent to the company’s 
field officers, agency managers and 
office managers by Executive Vice- 
president Dudley Dowell. 

Both Mr. Bender and Mr. Phillips 
are worthy champions of their respec- 
tive causes. Mr. Bender represents a 
company that sells a large volume of 
the high early cash value policies on 
which the financed life insurance 
technique is based. He would be the 
last to condone the abuses that have 
been criticized in connection with the 
sale of many minimum deposit plans. 
He wants these and any other abuses 
curbed, so that the principle of fi- 
nanced life insurance may find its 
maximum usefulness in serving the 
public and hence in benefiting the life 
insurance field forces and home of- 
fices. 

Mr. Phillips is one of the top ranking 
actuaries of the business. As might 
' be expected, his statement was is- 
sued only after the most careful de- 
liberation and research. He believes 
that “minimum deposit arrangements 
contain many ingredients which could 
ultimately lead to bad public relations 
on a large scale.” A reading of his 
statement shows that these ingredi- 
ents are not confined to abuses that 
might be regarded as curable. Some of 
the ingredients he objects to are part 
of the basic structure of the plan. 

We believe a reading of the Bender 
interview and the Phillips statement 
will be helpful to all life insurance 
people who are interested in the min- 
imum deposit situation—and the way 
the plan is spreading, a lot of people 
are going to be coping with one aspect 
or another of it. 

It may be confusing to read two 
such able expositions that are so im- 
placably opposed in viewpoint. We 
felt a little like the newly appointed 
backwoods judge who was so im- 
pressed by the argument of the plain- 
tiff’s lawyer that he announced the 
plaintiff had won. He refused to listen 
to the defendant’s attorney, declar- 
ing that he could not possibly have a 
winning case and it would be just a 
waste of time to hear him. 


Name And Concept 


However, the defense lawyer per- 
suaded the judge that legal formalities 
required him to listen. The lawyer 
put on such a brilliant performance 
that the judge was left open mouthed. 
Inamazement he declared, ‘“Dog- 
gone! Now de defendant done won!” 

Yet even though it may seem im- 
possible to decide who is right and 
who is wrong in this far-reaching has- 
sle over the minimum deposit plan, 
it is vitally important that the right 
answers be found. As Mr. Bender 
points out, the public has a way of get- 
ting what it wants. Yet we have the 
public relations problem mentioned by 
Mr. Phillips if the public is permitted 
or induced to want something without 
being fully informed about what it is 
really buying. 

It seems likely that as a result of 
the current furor over minimum de- 
posit plans, safeguards will be worked 
out and enforced to make sure that 
buyers of financed life insurance will 
know what they are letting themselves 
in for, particularly when the surren- 
der of existing insurance is being pro- 
posed. This is vitally important, for 
unless it is to be the position of state 
legislatures and insurance departments 
that the financed plan of buying is 
O.K. for everything but life insur- 
ance, the buyer must be given all the 
information necessary for the ‘“calcu- 
lated risk” he is undertaking in mak- 
ing his decision whether to finance or 
not. 

We believe, incidentally, that the 
term “financed life insurance” is the 
most descriptive and accurate for this 
form of transaction. “Bank-loan”’ is al- 
ready outdated because bank loans are 
rarely used any more. “Minimum de- 
posit” is overly technical in sound. 
Moreover, a premium payment is not 
a “deposit” and some state laws pro- 
hibit calling it that, while in many 
plans the “deposit” is not “minimum,” 
but larger by varying amounts.— 
R.B.M. 





Personals 


R. Howard Dobbs Jr., president of 
Life of Georgia, has been elected vice- 
president of Metropolitan Atlanta Com- 
munity Services in charge of chest 
fund raising activities. Mr. Dobbs was 
co-chairman of the fund campaign last 
fall. 





Deaths 


RUSSELL W. HARRISON, 65, 
former manager at Portland, Ore., for 
Prudential, died there of a heart 
attack. He retired last year after 30 
years with the company. 


LARENZA C. COLE, 76, general 
agent of United Life & Accident, died 
at his home in Columbia, S. C. 


Stocks 


By H. W. Cornelius, Bacon, Whipple & Co. 
135 S. LaSalle St., Chicago, December 30, 1958 

























Bid Asked 
Aetna Life 236 240 
Beneficial Standard... 15% 1612 
Business Men’s Assurance 101 105 
Cal.-Western States... 110 115 
Columbian National ..................+ 124 128 
Commonwealth Life 0.0.0.0... 27 28 
Connecticut General ..............00 360 , 365 
Continental Assurance ................. 168 172 
NE Re a scscesseesassisicicscicncsassece 82 84 
Great Southern Life ................... 84 87 
Gulf Life 24 25 
Jefferson Standard 0... 88 90 
Kansas City Life ... 1575 1600 
Liberty National L 4812 51 
Life & Casualty ...... 21 22 
TATO. CE VETBIIIR ccrccccocecescessscorsosessoce 53 55 
Lincoln National Life . 245 250 
National L.&A. .........00. 120 123 
North American, III. 20 21% 
Nw. National Life ..... 93 Bid 
Ohio State Life ..... 275 300 
Old Line Life ......... 58 Bid 
Old Republic Life ..... 23 24 
Republic National Life ................ 61 63 
Travelers 9412 96 
United, Il. 49 51 
U.S. Life 45 47 
Washington National .................. 58 62 
Wisconsin National Life .............. 70 72 
Recommendations 


For A&H Man Of 
Year Are Sought 


February marks the opening efforts 
of the Harold R. Gordon memorial 
award committee to seek recommen- 
dations from the A&S business for its 
11th annual man of the year award. 

The award, presented jointly by 
International Assn. of A&H Under- 
writers and Chicago A&H Assn. each 
year at the international convention, 
is a memorial to the late Harold R. 
Gordon of Chicago. This year’s recip- 
ient will be feted at the French Lick, 
Ind., meeting June 14-17. 

The award committee, meeting in 
Chicago recently, has announced a 
change in selecting the “A&H Man of 
the Year.” Previously nomination bal- 
lots had been accepted by the com- 
mittee. In 1959, individuals in the 
A&S industry and related fields will 
be asked to help the committee with 
its selection by making a recommenda- 
tion supported by substantial reasons. 
The committee wants to uncover wor- 
thy candidates whose accomplishments 
may not have been too widely pub- 
licized because of the growing com- 
plexity and size of the A&S business. 

Recommendation blanks will be sent 
to member associations, companies 
affiliated with Health Insurance Assn., 
sister trade associations and insurance 
commissioners. 

March 31 is the deadline for the 
return of the recommendations. 

The Chicago A&H Assn. established 
the award in 1948. Mr. Gordon was 
one of the founders of the Chicago 
asscciation, as managing director of 
H&A Underwriters Conference and 
was active in all phases of the A&S 
field. : 

Known as the “Oscar” of the A&S 
business, the award is presented an- 
nually to the man whose contributions 
to the A&S industry indicate he has 
given of time, talent and outstanding 
service. 

Past recipients include: Edward H. 
O’Connor, Insurance Economics Soci- 
ety; V. J. Skutt, Mutual Benefit H&A; 
William E. Lebby, Massachusetts In- 
demnity & Life; the late Bert Hedges, 
Business Men’s Assurance; E. H. Muel- 
ler, Milwaukee agent; John Galloway, 
Provident Life & Accident; Edwin J. 
Faulkner, Woodmen Accident & Life; 
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Director. George C. Roeding, Associate 
M oy R quist, Statistician. 





CLEVELAND 14, OHIO—1367 E. 6th St., 
Lincom Bldg., Rm. 208, CH 1-3396. Paul 
Blesi, Resident Manager. 


DALLAS 1, TEXAS—309 Employers Insur- 
ance Blidg., Tel. Riverside 7-1127. Alfred E. 
Cadis, Southwestern Manager. 


DENVER 2, COLO.—234 Commonwealth 
Bldg., Tel. Amherst 6-2725. J. Robert Ebel- 
hardt, Rocky Mountain Manager. 


DES MOINES 9, IOWA—327 Insurance Ex- 
change Bldg., Tel. Atlantic 2-5966. D. J. 
Stevenson, Resident Manager. 


DETROIT 26, MICH.—613 Lafayette Bldg., 
Tel. Woodward 5-2305. William J. Gessing, 
Manager for Indiana and Michigan. 


INDIANAPOLIS 20, IND.—5634 N. Rural 
St., Tel. Clifford 3-2276. William J. Gessing, 
Manager for Indiana and Michigan. 


MINNEAPOLIS 2, MINN.—1038 Northwest- 
ern Bank Bldg., Tel. Federal 2-5417. How- 
ard J. Meyer, Northwestern Manager. 


NEW YORK 38, N. Y.—17 John St., Room 
1401, Tel. Beekman 3-3958. J. T. Curtin and 
Clarence W. Hammel, New York Managers. 


NEWARK 2, N. J.—10 Commerce Ct., Tel. 
Market 3-7019. John F. McCormick, Resi- 
dent Manager. 


PHILADELPHIA 9, PA.—123 S. Broad St., 
Room 1027, Tel. Pennypacker 5-3706. Robert 
I. Zoll, Middle Atlantic Manager. 


ST. LOUIS 2, MO.—221 Pierce Bldg., Tel. 
Chestnut 1-1634. Geo. E. Wohlgemuth, Resi- 
dent Manager. 


SAN FRANCISCO 4, CAL.—582 Market St., 
Tel. Exbrook 2-3054. Robert L. McMullen, 
Pacific Coast Manager. 


CHANGE OF ADDRESS 


Be sure to enclose mailing wrapper with 
new address. Allow three weeks for comple- 
tion of the change. Send to subscription ef- 
fice, 420 E. Fourth St., Cincinnati 3, Ohio. 
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cident; Leonard A. McKinnon, McKin- 
non & Mooney; Carl Ernst, North 
American Life & Casualty, and Travis 
T. Wallace, Great American Reserve. 

The award is a distinctive “gavel- 
plaque” and the name of the winner 
remains a secret until the announce- 
ment and presentation at the annual 
convention. 


Family Ownership Of 
Life Coverage Reaches 
$493 Billion In 1958 


(CONTINUED FROM PAGE 2) 

$11.5 billion for the year, were about 
$2.8 billion less than purchases in 
1957 but more than 20 times the 
amount bought in 1938. Total group 
protection reached $145 billion at 
year-end, an 8% rise over last year’s 
aggregate. 3 

Industrial life purchases amounted 
to $6.5 billion, down nearly $300 mil- 
lion from 1957, but almost twice the 
aggregate of 20 years ago. Industrial 
life accounted for a total of $40 billion 
of family protection at the close of 
1958. 

Payments to life insurance policy- 
holders and their beneficiaries were 
an estimated $7,275,000,000 during the 
year. This all-time high was about 
$645 million more than the year before 
and about three times the payments 
20 years ago. 


A Record In Living Benefits 


Living benefits paid to policyholders 
themselves in 1958 were estimated to 
be a record $4,325,000,000 or some 60% 
of total payments. These benefits were 
$375 million more than the year before 
and nearly three times the living 
benefits paid 20 years ago. In- 
cluded as living benefits were matured 
endowments, annuity payments, sur- 
render values and disability payments 
as well as approximately $1,425,000,000 
in policy dividends. Nearly $2,950,000,- 
000 in death benefits were paid to 
American families in 1958, the highest 
amount for any one year and more 
than three times the payments 20 
years ago. 

To guarantee future benefits to 
policyholders, the more than 1,300 U.S. 
life companies held a total of $107.2 
billion in assets at year-end, up $5.9 
billion from the close of 1957. This 
aggregate was about four times the 
assets of the life companies 20 years 
ago. 

New Capital At Work 


During the year, about $5.9 billion 
of new capital was put to work 
through investments to help promote 
economic expansion and the creation 
of employment and business opportun- 
ities for a growing nation, according to 
the institute. 

At the end of 1958, corporate secur- 
ities accounted for $46,975,000,000 of 
life insurance investments, up more 
than $2,915,000,000 in the year. These 
investments in the securities of busi- 
ness and industry represented about 
44% of total assets as compared with 
28% in 1938. Industrial and miscellan- 
eous bonds accounted for the largest 
block of corporate securities, $23,175,- 
000,000 at the close of the year. 

Holdings of U.S. government secur- 
ities at the end of 1958 were $6.9 
billion down $125 million in the year. 

The nation’s policyholders paid ap- 
proximately $12,250,000,000, or 3.8% 
of their disposable personal income for 
their life insurance and annuities in 
1958. These premiums were about 
$500 million more than the year before 
and approximately three times the 
1938 total. 
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SEC Moves To Halt 
Stock Sale Of Life 
Securities Corp. 


Securities & Exchange Commission 
has ordered proceedings to determine 
whether to revoke the registration of 
First Maine Corp. of Portland as a 
broker and dealer in securities and 
has accused the corporation of viola- 
tion of the securities law. 

The SEC order said the commis- 
sion had information indicating that 
First Maine offered stock in Life In- 
surance Securities Corp., also of Port- 
land, before the registration and full- 
disclosure requirements covering the 
issue had been met. The order also 
said that the First Maine had cir- 
culated false and misleading state- 
ments concerning Life Securities and 
engaged in practices “which would 
operate as a fraud and deceit upon 
purchasers” of the stock. 


Hearing Scheduled 


The commission said it intends to 
schedule a hearing on the case later. 

Burton M. Cross, former governor 
of Maine, was listed by SEC as pres- 
ident, treasurer and director of First 
Maine. Mr. Cross said that First 
Maine had no intention of violating 
the securities act and that the cor- 
poration felt it had “acted in good 
faith at all times as not a single share 
of stock has been sold to the general 
public while the registration was in 
progress. 

The SEC order said it appeared that 
First Maine offered the stock for sale 
on Feb. 9, but the registration state- 
ment of Life Securities was not filed 
until March 28. The statement covered 
a proposed public offering of 1 million 
shares of capital stock at $5 a share. 
The statement has not become ef- 
fective, SEC said, but First Maine still 
distributed circulars which amount to 
stock prospectuses. 

Mr. Cross said that distribution of 
circulars was largely confined to 
brokers, dealers or associate under- 
writers. 


Federated Mutual F.&C. 
Forms Life Affiliate 


A new company, Federated Life, 
has been formed by Federated Mutual 
Fire & Casualty of Owatonna. The new 
company will be owned outright by 
Federated Mutual F.&C. 


Zeigen Heads CLU Seminar 


Samuel L. Zeigen, general agent of 
Provident Mutual, conducted a busi- 
ness insurance seminar of the Phila- 
delphia chapter of American Society 
of CLU which was attended by some 
250 agents from Pennsylvania, New 
Jersey and Delaware. Frederick J. 
Kiefner, chapter president and assis- 
tant manager of agencies of Provident 
Mutual, was chairman. 

Mr. Zeigen said that his selling 
method involved low pressure tech- 
niques and consisted of asking ques- 
tions designed to make the prospect 
realize that he has business problems 
which vitally affect his estate plans 
but which can be solved with the 
proper use of life coverage. 

Mr. Zeigen, who is an attorney him- 
self, urged agents to explain their 
suggestions to clients’ lawyers and 
accountants so that they, in turn, will 
understand what is being proposed 
and the benefits which will result. He 
said that A&S coverage should be a 
part of any written agreement and is 
a necess¢ry part of key man coverage. 
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Behind him is the aggressiveness, progressiveness 
and power of one of America’s oldest and most 
highly regarded life insurance companies. Ahead of 
him are endless possibilities through the company’s 
training program, sales aids and customer service. 
Around him are boundless opportunities through the 
Key to Security, Key to Business Security and numer- 
ous other attractive planned programs. Add to 
all these his dedication as a Career Life Under- 
writer, his determination to succeed, and 
you'll see... He’s on the RIGHT ROAD. 









LIFE INSURANCE COMPANY OF IOWA 





FOUNDED IN 1867 IN DES MOINES 
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Symbol of 60 Years’ Service 


to the Insurance Industry 


INSPECTION REPORTS - CASUALTY INDEX 
UNITED STATES AND CANADA 


THE HOOPER-HOLMES BUREAU, INC. 


EsTABLISHED 1899 - INCORPORATED 1906 



































THE MAN WHO THINKS FOR HIMSELF 


consider 


NFL 


consider 


NFL 





* Positions now being created for salaried super- 
visors and general agents! 


* Liberal contract, salary, commissions, expenses, 
and incentive bonuses! 


* Complete line of policies—Life, A & H, Hospitali- 
zation and Group! 


* For full information about these NEW positions 
write Vice Presidents Bennett Taylor or Wylie Craig! 


NATIONAL FIDELITY 
LIFE INSURANCE COMPANY 


W. RALPH JONES, PRESIDENT 


1002 Walnut Kansas City 6, Missouri 





ONE OF THE NATION’S STRONGEST BY ANY STANDARD OF COMPARISON 
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Teachers Hear Major Issues Discussed 


(CONTINUED FROM PAGE 1) 


Department of Justice, defended ihe 
federal government’s investigation in- 
to insurance regulation, and Joseph 
S. Gerber, Illinois director of insur- 
ance, took the states’ part. 

Mr. Hansen said that insurance is 
receiving such great attention because 
of its importance to the nation. Safe- 
guards must be taken in the public’s 
interest. The anti-trust department 
has no inclination or desire to en- 
croach upon those rights which prop- 
erly belong to the states; it simply 
wishes to protect the entire industry. 
Nevertheless, state regulation must 
be constitutionally legal, Mr. Hansen 
warned. 


Mergers Being Watched 


The current merger activity is re- 
ceiving a good deal of attention from 
federal regulatory bodies because a 
serious threat is posed if many small 
companies are bought up and com- 
petition is thus stifled, the speaker 
said. The central concern is with the 
nature of the merger or acquisition, 
and whether the state involved has 
enacted the necessary insurance laws. 
Only mergers and acquisitions in 
states not having such laws are sub- 
ject to review. However, only a 
minority of states have enacted these 
laws, Mr. Hansen noted. 

After commenting that the post of 
commissioner is not always a happy 
one (which elicited a knowing 
chuckle from his audience), Mr. Ger- 
ber suggested there were several ways 
in which this could be improved. 
Among the suggestions were that the 
insurance departments must be fully 
staffed; sufficient funds must be 
available, and the public must take 
more interest in what is happening in 
insurance. As to the “high mortality 
rate’ among commissioners, Mr. Ger- 
ber wryly noted that a high mortality 
rate also exists among congressmen 
—who must run every two years. 


States Performing Adequately 


Placing himself firmly on the side 
of state regulation, Mr. Gerber said 
that by and large it is performing 
adequately. But where it is not, the 
state itself should take necessary 
steps to right the situation. Dual reg- 
ulation is unnecessary and unwork- 
able. The “local point of view” is 
extremely important, the director said. 

There is a fallacy in existence that 
the federal government can somehow 
always do it better, the speaker 
noted. This is in error. The federal 
government is as susceptible to quirks 
in its makeup as are the states. Both 
face similar problems. It is important 
to realize, Mr. Gerber stated, that 
state preservation can only be saved 
by the states themselves. The battle 
will not be won in Washington; only 
within the states. 


Elizur Wright Winner 


As no award was designated last 
year, the 1958 winner of the Elizur 
Wright award was naturally accorded 
a fair share of attention. He is D. C. 
Brownson, and his book is entitled 
“Concept of Actuarial Soundness in 
Pension Plans.” 

The first day’s activities were al- 
most solely concerned with the place 
and nature of the insurance curriculum 
in the education system. Most speakers 
agreed that the curriculum was due 
for a shakeup; all felt that it must 
assume a more dignified status with- 
in the business administration de- 
partment. 


Various studies are being made of 
schools of business and the consequent 
reports will be extremely critical, 
Arthur M. Weimer, Indiana Univer- 
sity, remarked. It is hoped these re- 
ports will not be taken the wrong 
way; especially since the school of 
business is already viewed with sus- 
picion by older segments of the acad- 
emy, Prof. Weimer stated. It has only 








THINK... 


WHY are you paid the same 

commission as the lowest pro- 

ducers in your agency when you 
are consistently a top producer? 


WHY do so few companies 
vest renewal commissions? 


WHY do you receive little con- 
tinuing reward for attracting 
good producers to your agency? 
WHY are your renewal commis- 
sions for low lapses the same 


as paid to other representatives 
for high lapses? 


WHY is your renewal commis- 
sion schedule so low if persis- 
tency is so vitally important? 


WHY are smaller renewal com- 
missions paid over a long period 
of time instead of larger com- 
missions paid over a short period? 


WHY has the Accident and 
Q Health Division of All Ameri- 

can Life & Casualty Company 
enjoyed the most spectacular growth 
in the business? From the standpoint 
of premium income, All American 
now ranks among the top 125 com- 
panies. 


WHY is All American Life*& 
Casualty Company, having 
started writing Life Insurance 


in July, 1956, already producing ap- 
proximately one million a week? 


If you want straightforward answers to 
all of these questions . . . write— 


E. E. BALLARD, President, 


ALL AMERICAN 
lie ‘a Ornsualty 


CHICAGO Company 


General Offices: All American Building 
PARK RIDGE, ILLINOIS 
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been in recent years that “grudging 
acceptance” has been received, he said. 
Mr. Weimer said that the best way 
for students to study the business is 
through the eyes of the manager. 
Insurance must not be seen as a 
specialized subject. It is definitely a 
general subject with wide ramifica- 
tions in the business world, and this 
is how it must be taught. 

“Risk as a Special Subject of 
Study,” was the title of a paper by 
Ralph H. Blanchard, Columbia (re- 
tired), delivered by Mr. Hedges. The 
paper primarily dealt with the prob- 
lem of overcoming a “general illiteracy 
in business” regarding risk and in- 
surance. Inroads have been made, 
Prof. Blanchard stated. He quoted 
various business executives who, he 
said, realize that insurance is a spe- 
cialized field far beyond routine pur- 
chase of policies. Most forward-looking 
businesses have an insurance manager 
who has been specifically trained for 
the job. 

During the 1956-57 academic year, 
493 colleges and universities offered 
“insurance” courses, but 398 of these 
were general or survey courses, Prof. 
Blanchard noted. The intricate and 
independent disciplines which have 
been developed in an effort to under- 
stand the question of risk demand its 
treatment as aspeciality, he con- 
cluded. 


Discussants Have Their Say 


Following the delivery of this paper, 
two discussants, Joseph F. Trosper, 
Southern Methodist University, and 
Irving Pfeffer, UCLA, seconded its 
general content. 

Prof. Pfeffer said that the running 
of a medium-large insurance company 
is occasionally taught, and “this is 
certainly the easier part of the cur- 
riculum.” Seminars in risk manage- 
ment lack cases and are accordingly 
descriptive and thin in _ intellectual 
content, he said. 

The sole test of fitness for insur- 
ance courses should be the degree to 
which they exercise the intellectual 
muscles of the student, plus the so- 
cial or cultural significance of the 
field of study as measured by acad- 
emic faculties, Mr. Pfeffer stated. There 
is also the problem of whether risk 
management can be taught at all 
without drifting into narrow vocation- 
alism, he said. 

Sponsored by Chicago life compa- 
nies, the first day’s luncheon was con- 
siderably enlivened by its speaker, F. 
J. McDiarmid, investment vice-presi- 
dent Lincoln National Life. Noting that 


) his remarks were culled from a paper 
» entitled 


“Inflation and Life Insur- 





WEST COAST 
LIFE OFFICE MANAGER— 
SYSTEMS SUPERVISOR 


Progressive West Coast Company, well 
established. Prefer man in _ twenty-eight- 
thirty-eight age range, college graduate, 
with a background of at least eight years 
Home Office experience (preferably with 
medium or small Company) supervising or 
managing number of Home Office functions. 
In addition to Office Manager duties, will 
install and supervise Systems and Pro- 
cedures Unit. While Systems background is 
helpful, majority emphasis has been placed 
on versatility in departmental supervisory 
work, 

All inquiries handled confidentially. 
INTERESTED IN HAVING TOP EXECUTIVE 
OPENINGS BROUGHT TO YOUR ATTEN- 
TION? ACTIVELY IN THE MARKET FOR A 
NEW POSITION? 

Write for HOW WE OPERATE. No obligation 
to register. 


FERGASON PERSONNEL 


INSURANCE PERSONNEL EXCLUSIVELY 


330 S. Wells Chicago 6, Illinois 
HArrison 7-9040 
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ance” he had delivered at the recent 
Cincinnati meeting of Society of Ac- 
tuaries, Mr. McDiarmid said that pa- 
per had established him as the Boris 
Pasternak of the actuarial profession. 
(Mr. McDiarmid’s speech was fully 
reported in the Oct. 18 issue of THE 
NATIONAL UNDERWRITER. ) 

With regard to the present status 
of insurance instruction, Harry J. 
Loman, University of Pennsylvania, 
stated that despite an optimistic body 
of figures, all definitely is not bright. 
Percentage figures indicating huge 
increases in institutions offering in- 
surance courses are not so impressive 
when one realizes that much of the 
increase was not self-generated, he 
said. The insurance industry and var- 
ious educational programs have been 
the impetus. Further, very few de- 
partments of insurance have been set 
up, and the subject is still classed as 
“fringe.” 


Problems Of The Professor 


Although one problem of the pro- 
fessor is deans who are not impressed 
by the importance of insurance, other 
factors contribute to the instructor’s 
unimpressive status, Prof. Loman said. 
Two of these are: Courses which are 
overly technical, burdened with ir- 
relevancies, and _ industry-oriented; 
and a limited supply of qualified in- 
structors. 

The current curriculum ferment 
will mean many changes, Mr. Loman 
stated, and insurance instructors must 
be ready for the challenge. They 
must be prepared to defend their sub- 
ject or see it permanently relegated 
to a “minor league” status. 

Agreeing with Mr. Pfeffer that all 
courses should be carefully checked 
as to their permanent value, Mr. 
Loman said they also should comply 
with the current demand for inter- 
relationship of all subjects. He further 
suggested that a less mechanistic, 
more philosophic, conceptual and com- 
prehensive definition of insurance was 
very much in order. 

Mr. Loman’s paper was then dis- 
cussed by a panel consisting of Wil- 
liam M. Howard, University of Florida; 
W. O. Bryson Jr., Morgan State Col- 
lege, and Robert M. Stevenson, Texas 
A&M. 


Separate Department Unnecessary 


Prof. Howard felt that any changes 
in the curriculum, if they come at 
all, will come slowly. He said he saw 
no particular need for a separate in- 
surance department, and he certainly 
has no objection to having insurance 
a part of the business department. 
The type of course most needed is 
that which will be of some benefit 
to people not necessarily going into 
insurance as a career, he said. 

Prof. Byrson was more in agree- 
ment with Mr. Loman, but stated that 
many technical aspects of the courses 
must be deleted depending upon the 
needs of individual students. 

Prof. Stevenson chose to attack the 
subject from another angle. Ask in- 
dustry what type of curriculum it 
wants, he suggested. Questionnaires 
could be sent to the industry in an 
effort to ascertain exactly what cur- 
rent needs are. There is unlikely to 
be much, or any, agreement, however. 
He said he has had occasion to talk 
to men from the industry as to re- 
quirements. Some demand a record of 
multitudinous insurance courses; oth- 
ers prefer to take the man and train 
him themselves. The important thing 
is to talk to placement officers rather 
than with “the top brass,” Mr. 
Stevenson suggested. 

Monday morning’s session featured 
an extensive, general review of the 


taxation of insurance—on both state 
and federal levels. Frank J. Schwent- 
ker, University of North Carolina, was 
chairman, and participants were John 
W. Cowee, University of California; 
Robert L. Hogg, 1st vice-president 
Equitable Society, and George D. 
Haskell, director of education Ameri- 
can Mutual Insurance Alliance. 

It was the good luck of the teachers 
that they had a resourceful, stimulat- 
ing speaker at both of their lunch- 
eons. Following the LaSalle Hotel’s 
usual feast, James C. O’Conner, ex- 
ecutive editor of the F.C.&S. Bulletins, 
spoke at Monday’s luncheon. 

The many changes now occuring in 
the industry are primarily significant 
in that they presage others, Mr. 
O’Connor stated. One change begets 
another. The new homeowners will 
have a competitive rate, but the com- 
mission question has yet to be an- 
swered. 

The future will probably find di- 
rect writers and agency companies 
adopting each other’s good points, Mr. 
O’Connor suggested. As the process of 
assimiliation goes into effect, the 
sharp differences now existing will be 
considerably modified. 
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Evidence of continuing and exten- 
sive research in the field was in- 
dicated by a series of research reports 
given under the decidedly firm chair- 
manship of Richard M. Heins, Uni- 
versity of Wisconsin. These reports 
were: “Unattended Problems in the 
Making and Regulation of Fire Rate,” 
Harry J. Solberg, University of Cal- 
ifornia; “The Optimum Growth Rate 
for a Multiple Line Carrier,’’ Mr. Pfef- 
fer; ‘“Workmen’s Compensation and 
the Handicapped,” C. Arthur Wil- 
liams, University of Minnesota; “Auto- 
mobile Insurance Cost Problems 
—A New Jersey Case Study,” Philip 
Elkin, Temple; “Unemployment Com- 
pensation Benefit Problems,” Theodore 
Bakerman, Duquesne; “Experience 
Rating in Unemployment Insurance,” 
John Adams, Temple; “Over-Utiliza- 
tion and Health Insurance,” O. D. 
Dickerson, Florida State; “Health In- 
surance for Retired Persons,’ Frank 
G. Dickinson, American Medical Assn., 
and “A Comparison of Mortality Rates 
of Insured and Non-Insured Lives,” 
David B. Houston, UCLA. 

Sunday night’s fine banquet was 
sponsored by Western Underwriters 
Assn. 





hurray! we're goin’ South! 


Got an agency...goin’ to represent Security Life & Trust Co. 





Opportunity beckons in the South- 
land... the modern South of indus- 
trial development, just awakening to 
a surging, robust period of growth. 


Southerners who migrated to 
other areas can turn their eyes home- 
ward now and find their places in the 
sun. This is especially true in insur- 
ance marketing. 


Security Life and Trust Company's 
expansion in the southeastern states 
is indicative of the South's great and 
progressive development. 


Experienced life underwriters can 
write their own ticket in fertile areas 
because Security offers: 


A PROGRESSIVE COMPANY EXPANDING 





AGGRESSIVELY WITH THE SOUTH . 





e Top Commission Contracts 

e Opportunity in Management 

e Home Office Training Schools 

e Agents’ Security Pension Fund 

e Major Medical Coverage 

e Company Stock Purchase Plan 

e Home Office Assistance on Pension 


Plans and Group Insurance 


Now is the time to arrange your future in 
the Land of the Sun! Look to Security Life 
and Trust Company and “Face the Future 





HOME OFFICE + WINSTON-SALEM, N.C. 








INQUIRIES INVITED 
Write today in full confidence to 


R. G. Blair, Vice-President & Agency Manager 
420 North Spruce Street 
Winston-Salem, North Carolina 
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Even I know that... 
TWO SALESMEN SELL 
BETTER THAN ONE! 


All the king's horses and all the king's men 
—turn out when Jefferson National Agents 
introduce their enthusiastic, hard-working As- 
sistant Salesman. This V.I.P. is the colorful 
sound film that packs tremendous Motivation 
into 14 dramatic minutes. 


His Showmanship sets the perfect stage for 
such special contracts as the Passbook Sav- 
ings Plan, Family Security, Fit-the-Future, and 
a huge portfolio of A & S, Group, Pension 
and Annuity Plans. 


Whether you want to double your production or build an Agency of 
your own, the Master Motivator can be your most profitable partner. 
For information about ether profit-building aids—Top Commission Con- 
tracts, Recruiting Bonuses and Financial Assistance, wire or write in 


confidence to 7 











BYRON C. JOHNSON 


Agency Vice-President 


JEFFERSON NATIONAL 


INDIANAPOLIS, INDIANA 




















ACTUARIES 











Alvin Borchardt & Company 
CONSULTING ACTUARIES 


INSURANCE ACCOUNTANTS 
Atlanta 


Detroit 


= AND = 


E. P. HIGGINS & CO. 
(Frank M. Speakman Associates) 


Consulting Actuaries Bourse Building 
Accountants Phila. 6, Penna 








BOWLES, ANDREWS & TOWNE, Inc. 
ACTUARIES 
MANAGEMENT CONSULTANTS 
LIFE—FIRE—CASUALTY 
EMPLOYEE BENEFIT PLANS 


RICHMOND ATLANTA NEW YORK 
P 


ORTLAND 


RINTYE, STRIBLING 
& ASSOCIATES 


Consulting Actuaries—Insurance Accountants 
ension Consultants 
William-Oliver Bldg. 
JAckson 3-7771 


Atlanta 








COATES, HERFURTH & 
ENGLAND 
CONSULTING ACTUARIES 


San Francisco 


Denver 


Los Angeles 


Siete a & ee. 


Consulting Actuaries 
Management Consultants 
| 342 Madison Avenue 





New York 17, N. Y. 








CHASE CONOVER & CO. 
Consulting Actuaries 


Insurance Accountants 


and 


332 S. Michigan Ave. 
Telephone WAbash 2-3575 


Chicago 4, Il). 





CARL A. TIFFANY & CO. 


CONSULTING ACTUARIES 


211 West Wacker Drive 
CHICAGO 6 


Telephone CEntral 6-1288 











Lenard E. Goodfarb, F.S.A. 


Consulting Actuary 


Market Street National Bank Building 
Philadelphia 3, Pa. 


Rittenhouse 6-7014 





Harry S. Tressel & Associates 
pM = nnyy Bette 





Pension Consultants 
10 S. LaSalle St., Chicago 3, Illinois 
Harry S. Tressel, M.C.A. Irma Kramer 
Aian K. Peterson, A-S.A. E. J. Pilsudski 
D. W. Sneed Wm. P. Kelly 
FRanklin 2-4020 














Haight, Davis & Haight, Inc. 


Consulting Actuaries 
Insurance—Pensions 


5002 Dodge St. 
Omaha 32, Neb. 


2801 North Meridian St. 
Indianapolis 8, Ind. 





Wolfe, Corcoran and Linder 


Consulting Actuaries 
Insurance Accountants 
Employee Benefit Plan Consultants 
116 John Street New York 38, N. Y. 

















Home Office Changes 


Franklin Life 

James R. Maloy 
has been eiected 
vice-president in 
charge of agency 
development. He 
has been in the life 
insurance business 
since 1948, going 
with Franklin in 
Montgomery, Ala., 
in 1952 and in 1955 
was named assist- 
ant regional man- 
ager of the south- 
eastern division. 
He was appointed to the home office 
agency department in 1957 as director 
of field training, and in 1958 was pro- 
moted to director of sales. 


Life Of Virginia 

J. Cowin Smith, vice-president, has 
been elected secretary to succeed 
Charles T. Rogerson who recently 
died. Mr. Smith joined Life of Virginia 
in 1920 and was appointed superin- 
tendent of the policy department in 
1927. He became assistant vice-presi- 
dent of the agency division in 1943, 
vice-president in 1948 and five years 
later assumed charge of the personnel 
department. 





James R. Maloy 


Massachusetts Mutual 


Raymond G. Pearson, former actuar- 
ial assistant in the group department, 
has been named assistant group act- 
uary. He joined the company in 1953 
and before that was with Northern 
Life of Canada. 


Employers Life 


George W. Duffy has been appointed 
agency department supervisor. He 
entered the life business in 1952 with 
New England Mutual and was later 
appointed district manager of Massa- 
chusetts Mutual. 


Pan American Life 


Dr. Jack R. Diamond has_ been 
appointed medical director to succeed 
Dr. Reynold C. Voss, who retired Dec. 
31 as vice-president and medical 
director. 


Great-West Life 


R. K. Siddall, formerly a secretarial 
assistant, has been named an assistant 
secretary; J. W. Burns, formerly super- 
visor field training, has been named 
manager field training; W. H. Wilson, 
formerly supervisor of sales pro- 
motion, has been appointed manager 
sales promotion; W. J. Hudson, form- 
erly supervisor group administration, 
has been named manager group un- 
derwriting, and N. R. Wood has been 
appointed assistant manager of the 
Toronto mortgage investment office. 

Mr. Siddall joined Great-West Life 
in 1954 and was named secretarial 
assistant the following year. 

Mr. Burns joined the company’s 
agency division in 1953. He _ subse- 
quently served in the Chicago agency, 
and became supervisor field training 
in 1958. 

Mr. Wilson became supervisor at 
Portland in 1956 and went to the head 
office as supervisor sales promotion 
in 1958. 

Mr. Hudson joined the company in 
1950. He was appointed supervisor 
group administration in 1956. 
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Mr. Wood joined the Toronto mort- P 
gage investment office in 1955. 























NORTH AMERICAN LIFE OF 
TORONTO has appointed J. T. Gienn’ 
assistant treasurer, E. T. Hill assistant) 
actuary, L. M. Begley branch adminis-| 
trative officer and J. D. Kirkendale 
claims officer. 

J. Gordon Beatty, vice-president and) 
actuary of CANADA LIFE, has been) 
named a director, while at the same 
time relinquishing his post as actuary, 
but continuing as vice-president. D. M. 
Ellis and J. R. Gray, associate actuar- 
ies, have been appointed actuaries, 
and F. E. Rooke, J. B. Walker and 
W. B. Waugh, assistant actuaries, 
become associate actuaries. 


NATIONAL OLD LINE has pro 
moted Russell L. King to vice-presi- 
dent and actuary, Carl S. Pulley to 
vice-president and agency director and 
Lloyd D. McCain to assistant counsel. 


Robert C. Avrett Jr., president of 
LIBERTY L.&C., has resigned and! 
O. H. Scheuerman, executive vice- 
president, will fill out the unexpired) 















































term. 
OLD EQUITY LIFE has appointed} Vincent | 
Harry K. Newberger and Herbert F. 
Higgs regional sales directors. manager 
Besser. ] 
Nw Mutual Schedules Psd 
i pence 
Eastern Agents’ Meeting visor at 
The annual eastern regional meet- 
ing of Northwestern Mutual Life is Lif 
scheduled for Jan. 5-6 at New York.) jJonn 
About 500 agents are expected to has join 
to attend. Chairman Edmund Fitzger-}north A 
ald, President Donald C. Slichter and} fiejq_ m:; 
other company officers will participate} pent ra 
in the two-day meeting. W. Bradford} with he. 
Cushman, Portland, Me., is generalj,, Bi 
chairman of the meeting. Mr. So 
ar been in 
John O. Todd, Northwestern Mutual pysiness 
Life, Chicago, will address Los Angeles} man’s Ft 
Life Underwriters Assn. at a breakfast} western 
meeting, Jan. 7, at the Ambassador§ ment a 
Hotel. " _} Central 
Life as ¢ 
agencies. 
MANAGEMENT |/it: P< 
s CONSULTANTS ter and 
Illinois . 
O’TOOLE ASSOCIATES N 
Management Consultants Lloyd 
To Insurance Companies pointed 
Established 1945 the com] 
220-02 Hempstead Avenue 
Queens Village 29, N. Y. — 
0. R. CARTER 
Consultant On © Willian 
Agency Building New Yor 
40 years experience will cont 
818 Olive Street He is s 
St. Louis, Mo. Thomas 
Kuehn at 
which in 
S ry p G id Dunsmor 
| B Mr. Du 
@ uIC Ul @ Equitable 
manager 
He has | 
ACTUARIAL COMPUTING Life Und 
SERVICE, INC. of New 
1389 Peachtree Street, Mr. Br 
7 N.E., Atlanta 8, Georgia, tary 
a P.O. Box 6192. Telephone a 
TRinity 5-6727. pCLU. 
at News 
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TAKE 100,000 LIVES 
ACCIDENTS 7 ee Rt 


Many life agents supplement their client's life insurance program with the 


@lobal ACCIDENTAL DEATH Policy Form 711. Policy covers Accidental 
Death 24 hours a day. The only exclusions are suicide, war, military service 
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Changes In The Field 


unit manager in 1948. He is a former 
president of Plainsfield Life Under- 
writers Assn. 





Phoenix Mutual Life 
~Phoenix Mutual 





has named Pat J. 
Crandall manager 








or while acting as a pilot, co-pilot or crew member of any aircraft. It covers 









































Pees of the Atwel agen- Equitable be <r flying as a passenger in any aircraft anywhere in the world. Premiums are 
sistan _ 
t New York. es : as follows: 
minis- + i : has opened an 
endale! ores. By Saer agency at Spring- FOR ACCIDENTAL LOSS OF LIFE 
ORE eS field, Mo., and has ANNUAL ANNUAL 
chester, and_ S. * : AMOUNT PREMIUM AMOUNT PREMIUM 
aw ta Spencer appointed James 
manager at Fort Buckner Jr. gener- Plan No.1 | $200,000 $250.00 | PlanNo.5 | $50,000 $62.50 
. Mr. 
Wayne. Russell W. oe ere Plan No. 2 | 150,000 187.50 | Plan No. 6 25,000 31.25 
Besser has been Buckner joined the 
appointed consult- company in 1956 Plan No. 3 100,000 125.00° | Plan No. 7 15,000 18.75 
. ing manager of the and has been agen- 
ctuar- Pat J. Crandall Atwel agency and cy supervisor at Plan No. 4 75,000 93.75 Plan No. 8 10,990 12.50 
. o> ’ . . o 
gn Harold W. Banbury consulting man- ne icons Seid Savings on Federal Estate Taxes made possible by use of Third Party Owner- 
r an “ : 
aailia ager at on f PP aoneee James Buckner Jr. of Kansas City. ship policy. ; iy ‘ ; 
] Mr. TAREE, “OSES: neiencand Agents say that they have been able to increase their life sales by using this 


pro-! 






Union Trust Life 
Alfred and Jeane Lehrfeld have 


policy to complete their client's program! If you can qualify, Producers Con- 
tracts are available in Arizona, Arkansas, Colorado, District of Columbia, 
Florida, Illinois, Indiana, lowa, Kansas, Michigan, Minnesota, Mississippi, 


presi- ; 
a to been eee eee — at Palm Nebraska, New Jersey, New York, North Dakota, Oklahoma, Ohio, Oregon, 
or and ~~ Cal. A red ——. nehgpes po Pennsylvania, South Carolina, South Dakota, Texas, Vermont, Virginia, 
unsel oe SON: See 6, an ees 52 Washington, West Virginia, Wisconsin. 

opened a general agency in Palm 


nt of 


| andi 


vice- 
<pired 


ointed 
ert F. 


meet- : scree 
: 2 ° . supervisor at Louisville. He has been 

a Life Of North America in the life field since 1953 and recent- 

s to John E. Sonin ly became a 1959 member of the 

ewan {has joined Life of Million Dollar Round Table. = 
‘28€l-§North America as 

r andifield manager in Manhattan Life 

ipate}central Illinois Geleanée. & : i 
dford} with headquarters Conte thee eons 

neraljat Bloomington. @ 


utual 
geles 
kfast 
sador 


ment and _ with : 
Life and recently 
_—Central Standard pag eer was named man- » 
Life as director of ager at Haw- a 
— agencies. More recently he has been in tporne N. J. , 


+] 









} S. David Spencer 


Vincent B. Tibbals 


manager, Atwel agency, succeeds Mr. 
Besser. Mr. Tibbals, manager at Fort 
Wayne, succeeds Mr. Banbury and Mr. 
Spencer was previously field super- 
visor at Buffalo. 


Mr. Sonin has 
been in the A&S 
business with Fire- 
man’s Fund in the 
western depart- 





the production side for life and A&sS. 
He is a past president of Chicago chap- 
ter and is the current president of 
Illinois A&H Assn. 


National Union Life 


Lloyd Hammargren has been ap- 
pointed general agent at Duluth by 
the company and Arden J. Hyldahl 
agent at Hinckley, Minn., of the Ham- 
margren agency. 


Equitable Society 


William J. Dunsmore, manager at 
New York for 33 years, has retired but 
will continue in personal production. 
He is succeeded at New York by 
Thomas P. Brady, and by David D. 
Kuehn at a new White Plains agency, 
which includes a unit of the former 
Dunsmore organization. 

Mr. Dunsmore, who is a CLU, joined 
Equitable in 1923, became assistant 
manager in 1924 and manager in 1925. 
He has been a director of New York 
Life Underwriters Assn. and president 
of New York Managers Assn. 

Mr. Brady has been with Equitable 
at Chicago since 1951 and was pro- 
moted to unit manager in 1952. He is 
a CLU. Mr. Kuehn joined Equitable 








at Newark in 1946 and was named 


Springs. While assisting her husband 
in his work, Jeane Lehrfeld became 
interested and started taking an active 
part in the business. In 1958 she was 
rated first in the nation among the 
women insurance agents for Man- 
hattan Life, with which the Lehrfelds 
were formerly associated, and second 
in general sales for the company’s 
group life insurance. 


Massachusetts Mutual 
Kenneth M. Rose has been named 


named_= general 
agent at New Ro- 
chelle, N. Y. He 
entered the life 
business in 1945 
with Metropolitan 





Orlando A. Corini 


Business Men’s Assurance 


Clair B. Johnson, district manager 
at Boise, Ida., has been appointed 
branch manager there, and Jerry L. 
Robertson manager of the newly es- 
tablished Tulsa branch. Mr. Johnson 
has been with B.M.A. since 1947 and 
Mr. Robertson since 1953. 


Southern Heritage Life 

James J. Pearson has been named 
regional director at Mobile, and ap- 
pointed regional managers are Valen- 
tino V. Lovisa, New Orleans, Frank D. 
Edmondson, Shelby, N. C. and R. L. 
Gamble, Anderson, S.C. Also appointed 
are James L. LaFarge and Robert E. 
Wilkes as regional co-managers at 
Columbia, S. C. Mr. Pearson has been 
with Jefferson Standard Life, Atlantic 
Coastal Life and with Life of South 
Carolina as manager at Greenville. 
Mr. Lovisa has been a supervisor of 
Lincoln National and Mr. Edmondson 
has been manager of Home Beneficial 
Life. Mr. Gamble has been with 
Capital Life and United of Chicago. 
Messrs. LaFarge and Wilkes have both 
been with Prudential and Life of 
South Carolira. 


141 West Jackson Boulevard 


Telephone 
WAbash 2-1100 


\ 












Vested Renewals 
Competitive Policies 









Joseph Dickman, 
Agency Vice President 


kota, Montana, 


Mexico. 


Write in strict confidence to: 


*“THE PROVIDENT STATES” 
Minnesota, North Dakota, South Da- 
Wyoming, 
Washington, Oregon, California, New 


PROVIDENT LIFE 
INSURANCE COMPANY 


Chicago 4, Illinois 


Your Own General Agency 
Top Commissions on Personal Production 


Powerful Sales Brochures 
Tops in Support from Home Office 
Growth with a Growing Company 


Idaho, 


BISMARCK, NORTH DAKOTA 


Write, phone er wire for sales brochure and how 
to increase your life sales by using our plan. 


G. SHANNON GROVER & COMPANY 


Board of Trade Building 


Cable Address 
Groco - Chicago 


With a proven sales record, and if living in 
one of the Provident States*, we may have 
just the opportunity you are looking for. 


ACCIDENT HEALTH 


Underwriting Managers (A. & H. only) for Employers Mutual Casualty Company of Des Moines, lowa. 


\ 
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indianapolis Life 


Talmadge D. 
Briggs has been 
appointed general 
agent at Lubbock, 
Tex., by Indian- 
apolis Life. He is 
an experienced 
agent and is a 
graduate of LUTC. 





Talmadge D. Briggs 


Prudential 


Frank M. Akers Jr., former manager 
of the Atlanta ordinary agency, as- 
sumes new duties in a statewide con- 
sultant capacity; William P. Squire Jr., 
training consultant of the southern 
region, becomes manager of the newly 
opened Peachtree agency at Atlanta, 
and E. William Nash Jr., also a train- 
ing consultant in the southern region, 
succeeds Mr. Akers at the Atlanta 
ordinary agency. 

Mr. Akers joined Prudential in 1923 
and has been manager at Atlanta 
since 1935. He has been president of 
Atlanta Managers Club, Life Insur- 
ance & Trust Council and Atlanta 
chapter of CLU. Mr. Squire began his 
career with Prudential at Dover, N. J., 
in 1953, later becoming associate man- 
ager at Paterson. Mr. Nash joined the 
Atlanta agency in 1951 and was pro- 
moted to division manager: in 1952. 

Gilbert G. Tipton, a training consult- 
ant for the company and a former 
member of the aviation commission for 
the city of Portland, Ore., has been 
named to head the Eugene, Ore., dis- 


HieNATIONAL UNDERWRITER 


trict agency. Mr. Tipton was formerly 
a training consultant in the Pacific 
northwest for Prudential, going with 
the company as a Portland district 
agent in 1945, was appointed staff man- 
ager there three years later and re- 
ceived his consultant post last year. 


Old Equity Life 

Henry W. Karg has been named 
state manager of the central Ohio ter- 
ritory. He has been an agent for Old 
Equity in Ohio since joining the com- 
pany in 1957, and before that was with 
Mutual Benefit H.&A. and Continental 
Casualty. 





San Francisco Life 


Company Being Formed 


A new company being incorporated 
as San Francisco Life is in the process 
of organization. The company proposes 
to sell $500,000 of $100 par stock. 
Incorporators are Karl Bach, for sev- 
eral years a Penn Mutual agent, and 
Sidney Rudy, Ben Finman and Richard 
N. Rapoport—all attorneys. 


Sunset Life of Olympia, Wash., has 
added an annual premium annuity to 
its portfolio. It may be written as a 
life annuity, or as a life annuity with 
a guaranteed period, either 10 or 20 
years. Disability waiver of premium 
may be added. In event of death 
before the retirement date, the death 
benefit is the annual premium times 
the number of years the policy has 
been in force, or the cash value, 
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WANT ADS 


Rates—$22 per inch per insertion—1 inch minimum—sold in units of half-inches. Limit— 

40 words per inch. Deadline 4 P.M. Friday of week before publication in Chicago office— 

175 W. Jackson Blvd. Individuals placing ads are requested to make payment in advance. 
THE NATIONAL UNDERWRITER—LIFE EDITION 


whichever is greater. 








A Message to Insurance 
Agents or Agencies 
Controlling Business 

Of Installment Consumer 

Credit Institutions 
For a permanent insurance market and maximum 
commissions on credit life, accident and health 
and physical damage (comprehensive, fire, theft 
and collision) get full details of the Resolute 
Insurance Companies’ Plan. 

Learn how to complete facilities of these com- 
panies, specifically organized to write the spe- 
cialized physical damage and credit life, acci- 
dent and health insurance emanating from con- 
sumer credit institutions can help you. 

Write today to E. K. Scribner, President, 
Resolute Insurance Companies, Resolute Building, 
Hartford 2, Connecticut. 


. ., Resolute Insurance Company 
Resolute Credit Life Insurance Company 











Are you a 

QUALIFIED GROUP SALESMAN? 

Are you interested in 

MORE INCOME? 

We offer salaries, based on experience, plus 

incentive compensation rewarding above aver- 

age production. 

Southeast only. 

Group Insurances 
Liberty Life Ins. Co. 
Greenville, S. C. 


Address résumé to Director, 





ACTUARY WANTED 


for responsible position on Actuarial staff of a 
large, expanding, mid-western Life Insurance 
Company, long active in all phases of Ordinary, 
Group and Individual Accident and Sickness 
insurance. If not a Fellow in the Actuarial So- 
ciety, he must be at least an Associate, actively 
pursuing the Fellowship examinations. Experience 
in the Ordinary Branch of a Life insurance com- 
pony preferred. Excellent opportunity for ad- 
vancement and broadening of experience. Fully 
modern Home Office bu‘lding with pleasant 
work surroundings, liberal pension and welfare 
plans, personnel and salary policies. Reply Box 
D-83, c/o The National Underwriter Co., 175 W. 
Jackson Blvd., Chicago 4, Ill. 











EXCEPTIONAL OPPORTUNITY 
For qualified man to head new life 
insurance affiliate. Several million 
dollars in controlled business. Salary 
with profit participation. Must be a 
capable administrator of proven 
ability. Send complete résumé with 
picture. Replies absolutely confiden- 
tial. 

David W. Thomas, President 

Delta Insurance Companies 

Box 2871 
Baton Rouge 1, Louisiana 








EXECUTIVE POSITION OPEN 


Large eastern life insurance company planning 

i as ial position open in Lafa- 
yette, Louisiana. Duties are personal production 
and recruiting of agents. Compensation: salary 
and commission basis and many fringe benefits. 
Successful previous experience essential. Reply in 
confidence to Box D-82, c/o The National Under- 
writer Co., 175 W. Jackson Blvd., Chicago 4, Ill. 











F. S. A. AVAILABLE 


Actuary with broad experience: With big east- 
ern mutual, in consulting, and with aggressive 
stock company. Last included developing ex- 
tensive portfolio of 1948 CSO policies, term 
riders, etc. Thoroughly familiar with ‘new 
table’’ problems. Address Box D-84, c/o The 
National Underwriter Co., 175 W. Jackson Blvd., 
Chicago 4, Ill. 











Sees Minimum Deposit Creating Bad PR 


(CONTINUED FROM PAGE 2) 


upon a minimum deposit arrangement 
and invests the funds he “saves” 
thereby, the tax savings on the loan 
interest he pays is substantially offset 
by the tax he must pay on his invest- 
ment income—in fact, it is exactly 
offset if his investment yield is the 
same as the policy loan interest rate. 
Incidentally, even these apparent tax 
savings could quickly disappear in 
the event that Congress were to elimi- 
nate the tax deductibility of policy 
loan interest. 


Value Of Cash Values 


There is another important aspect 
which should be of concern to the pol- 
icyholder. Experience has demon- 
strated how effectively cash value life 
insurance has served the life insur- 
ance public. Some time during their 
lives, most people need the advan- 
tages of the “guaranteed dollars” pro- 
vided by cash value types of life insur- 
ance. Minimum deposit arrangements 
rob the policy of permanency be- 
cause they defeat this important emer- 
gency aspect of life insurance policies. 

Such arrangements inherently in- 
volve the piling up of indebtedness in- 
stead of building up policy values. As 
we have seen in the past, where pol- 
icyholders accumulate and maintain 
maximum indebtedness, they com- 
monly find it necessary sooner or later 
to drop their insurance—possibly at a 
time when they are uninsurable. It 
goes without saying that this eventu- 
ally leads to policyholder dissatisfac- 
tion. 


Effect On The Agent 


So much for the policyholder’s angle. 
Let’s now turn to the agent. If his 
company is offering a minimum de- 
posit arrangement, he is apparently 
sitting pretty. He has a “gimmick” 
type of insurance to sell—one which, 
at the present time, is much talked 
about and which has had the apparent 
blessing of various tax services and 
advisers by their giving credence to 
the so-called tax savings. 

Furthermore, for selling what is es- 
sentially decreasing term insurance, 
the agent gets a first-year commission 
which, in some companies, can be 
over 90% of the initial outlay that the 
policyholder has to put up in the first 
year. So wide open has this type of 
selling become that, in looking at the 
sales literature of some companies, 
it’s difficult to tell what the premium 
is. In fact, one company is reported 
to show in its rate book the initial 
outlay rather than the premium rate. 

Admittedly, the commission paid to 
the agent who sells one of these mini- 
mum deposit arrangements does not 
violate the letter of the New York 
law which limits the rate of commis- 
sion to be paid. In my opinion, how- 
ever, it seems questionable whether 
the law ever contemplated that a com- 
pany would give to the agent a com- 
mission of something like 90% of the 
amount which the company receives 
in the first year from the policyholder. 

On the other hand, if the agent’s 
company does not offer a minimum 
deposit arrangement, he sees not only 
his prospects for new insurance be- 
ing lured away but, what is also very 
important, many of his existing pol- 
icyholders give up their insurance 
and are twisted over to a minimum 
deposit contract in another company. 
In fact, in the opinion of some com- 
pany executives, this twisting has 
probably reached the stage where it is 
far worse than anything the industry 
has seen for some time. 
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But the 
Commi: 
Premiu! 
“the av 
d the p 
The agent is faced with another di-frst-year 
lemma. Let’s again consider the casejurrent e 
of a man age 45. Under a minimum de-fbout-. 
posit arrangemet of one company, he} These } 
can get $100,000 of “whole life” insur-}| Leavin; 
ance for an initial outlay of $1,975.] qhis n 
The agent would receive a first-yearjiys the 
commission of $1,840. On the other} js left | 
hand, if the same initial outlay of $1,- or expen 
975 were used to buy a comparable}s record 
“regular” policy (without high early brs. 
cash values) in the same company, it} anothe 
would provide a face amount of $59,- cy charg 
043—and the agent would receive a) 900, h 
first-year commission of $1,086. value ($1 
Clearly a situation of this kind couldjoar con 
very well lead to a possible conflicth, even 
as between the interests of the policy-jpe first 3 
holder and of the agent. In any event,} The co 
it seems clear that minimum deposit} Commi 
arrangements tend to discourage thefirst-yean 
sound selling of insurance based ong), the a 
regular contracts and methods de-§nq the r 
signed to meet specific needs—andfirct-year 
that, after all, is the “heart” of theBpove) i 
real insurance salesman’s job. These | 
Overwhelmed By ‘Service’? Leavin 
Another aspect about which many (Si 
agents have expressed concern has to _ Here a. 
do with the matter of “service.” Theyfirst-year 
realize that these minimum depositfcy likew 
arrangements will most likely requiregontribut 
a good bit of servicing from year to} Inherer 
year. People frequently forget from’——— 
one year to the next what they were 
told before. 
This would mean, for example, hav- 
ing each year to explain the arrange- 
ment all over again, furnish loan ap- 
plication blanks, explain the handling 
of the tax deductibility of loan inter- 
est, and so on. In fact, as one good#s?22 
agent has expressed it, the service§ Premium 
aspect might soon result in the agent Commis 
being “a clerk and errand boy rather, [2%f2, 
than a life insurance salesman.” Cash V 
So much for the agent’s angle. Let’s Tota 
now turn to the company. From the}. oiaice ( 
company’s point of view, what is bad# Issue an 
for its policyholders and agents is bad 
for it. The loss of existing business) 
undoubtedly can be serious and most} age 35 
unfortunate when one considers that) p.emum 
the long-term permanent interests of bs 
its policyholders are not being prop- waxes 
erly served. poy: 
But let’s look at another aspect of 
this as it affects the company—an as- ™ 
pect which only the company is in aj Belence |! 
position to evaluate and control. 
The question of the level of guar- 
anteed cash values to be provided by as 
life insurance contracts has always Ae 
been a matter of considerable man- cen 
agement concern. Each company, with- Commi: 
in statutory limitations, has attempted aie 
to provide a liberal scale of cash val- * Cash’! 
ues to withdrawing policyholders, Tot 
while at the same time maintaining Bitance 
equity with existing policyholders. Aasne: a 
Within this broad concept, there is 
naturally room for considerable differ- 
ences in judgment and companies) Age 55 
have traditionally, in their normal op- Premium 
erations, had different levels of cash cas 
values, depending on their objectives, cones 
the type of policyholder they were Cash 
serving, etc. mii 
In recent years, the so-called “Min- ie 
imum deposit” concept has _ placed leon 
greater emphasis on the matter of high 
early cash value policies and a review) — 
of the situation as it exists today indi-) “omes"y_~ 
cates that this whole matter clearly graded | 
requires reappraisal. Company "I 
Take the case of one company’s pol-§ yore. 43: 
icy which provides a first year cash 
value equal to the reserve. For a man ‘ shes 
age 45, the premium is $34.34 per $1,-F , 3,.04 o 
000 and the first year cash value is $24. 





(See table on next page, lower left) 









peony 3, 1959 


/ 1959 
But the company pays: 
Commissions of 25%, or 
Premium taxes of, say, 2% 
n the average, or 
d the policy’s share of the 
st-year mortality cost on our 















ee 


m de- bout aire wiser ac tant alas is aah Os RC a oe 1.68 
y, he} These items total ............ 10.96 
insur-}| Leaving a balance of ........ 23.38 


$1,975, This means that, if the company 
st-year}ays the first-year cash value of $24, 
other} is left with less than nothing to pay 
of $1,- r expenses—underwriting, setting up 
arable} records, agency expenses and oth- 
. early rs. 
Another company with a similar pol- 
: y charges a premium of $33.45 per 
elve 481000, has a lower first year cash 


Udiear commission. It winds up with 
onflictin even bigger deficit at the end of 
policy-Bhe first year. For example: 
The company pays: 

Commissions of 55%, or 
ge thefirst-year mortality cost (as 
ed ONBn the average, or 
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early cash values, we have what, in 
my opinion, appears to be a departure 
from the usual concept of what the 
cash value should be. Theoretically, 
the cash value should be less than 
the reserve in the early policy years 
because, while the company may have 
enough to meet expenses and the pol- 
icies’ share of mortality costs, it has 
to draw on surplus to set up the full 
reserve. 

Therefore, in order to protect per- 
sisting policyholders, cash values are 
generally geared to funds on hand so 
that surrenders normally involve little 
or no loss. The withdrawing policy- 
holder is usually not given the full re- 
serve as a cash value until the initial 
expense deficit has been liquidated. 

In general, minimum deposit policies 
do not meet this concept. The policy- 
holders who buy such policies and do 
not surrender them in the early policy 
years, or else the company’s general 
body of policyholders, must take care 
of the burden created by the losses 
arising from those who quit without 
having contributed their share towards 

































































Is de- « aay? 
s—andk: a the policy's share of the expenses. Neither the public buying 
irst-year mortality cost (as ae : aa 
of the bove) is 1.68 these minimum deposit policies, nor 
al reel 20.75 the agents selling them, are in a posi- 
Leaving a baienen of ite a pe cip aes 12.70 tion to evaluate the significance of this 
oe Pee Pe I ‘ situation. All they can see is the low 
many (See table below, right) initial cost without “counting the cost.” 
has to} Here again, if the company pays the It seems to me that, if the compa- 
’ Theyfirst-year cash value of $14.38, its pol- nies were to re-examine the applica- 
lepositficy likewise has less than nothing to tion of this concept even for the first 
equirerontribute towards expenses. year only, we would go a long way to- 
ear to} Inherent in these policies with high ward correcting the present situation. 
from 
7 Some High Early Cash Value Policies vs. Comparable “Regular” Policies 
1,000 at End of First Policy Year for Expenses 
4 hav- anaibtiiaied arts Cyto or is Surrendered 
range- 
" Compan: ‘2 
n ap- Company "A" High Parly-Cash Comparable — 
i Ea C Ct b1 igh Early Cash omparab e 
ndling = is gy “peguise® policy Value Policy “regular” policy 
inter- 
2 
good#4s2-25 
ervicel Premium $17.45 - $17.45 $17.74 $17.44 
agent Commission? $ 9460 + 9.60 $ Wly $ 9.59 
T (2 ss HZ s 
rather i Mortality Costt +70 +70 R BS. | 
Cash Value kek } : 
Let’s Total 14.79 10.65 18.49 10.64 
n the wee 
f Underwriting, : : 
5 bade ee ka cence xpernee) $2.66 $6.80 $-.75 $6.80 
s bad 
siness 
most} age 35 
that) premium $23.50 $23.50 $24.12 $23.82 
ts of Maite $12.93 $12.93 $ 6.03 #13.10 
prop- Taxes (2%) a Mr - = 
Mortality Cos E : 
Cash Value 8.53 0 18.00 0 
— Total 22.77 “Uy. 2h 25.35 14.42 
S- 
i Bal for Underwriting, 
ms; ee Sone masnnel $ .23 $_9.26 $-1.23 $_9.40 
suar- 
me Age 4S 
a Premium $33.45 $33.45 $34.34 $34.04 
vith- Commission# $18.40 $18.40 $ 8.59 $18.72 
ipted ett ier coax 168 1165 168 1.68 
Mortality Cost . . . . 
val- + Cash Value 14.38 te) 24.00 4.00 
ders, Total 35.13 20.75 3h.96 25.08 
ning Balance (for Underwriting, : 
rs. Tesue and Other Expenses) $-1.68 $12.70 $_-.62 $ 8.96 
e is 
‘fer- 
nies) Age 55 
op- Premium » $50.57 $50.57 $51.59 $51.29 
cash Commission# $27.81 $27.81 $12.90 $25.65 
ves, Taxes (28) . ae ee ae oe 
Mortalit t i i. % : 
vere at. 21.90 2.72 1.00 12.00 
i Total 54.16 34.98 48.37 2.12 
in- 
Balance (for Underwriting, 
ced Issue and Other Expenses) $-3.59 $15.59 $3.22 $9.17 
‘igh ey ike 3 er, 
iew ; 

‘4 Com "A" - Mini olicy $15,000 for high early cash value policy; $2,000 for "regular" policy. 
di —esutts Tor Doth pelletes ilicstwates for highest amount group ($25,000 and over) under Company's 
rly graded premium program. 

Company "B" - Minimum policy $25,000 for both plans illustrated. 
a NOTE: All results are illustrated for male lives. 
a. é 
# 1st Year-Commission: Company "A" - 55% for both plans illustrated; Company "B" - 25% for high 
1an early cash value policy, 55% for "regular" policy (50% at age 55). 
1,- + Based on N.Y.L. current experience (1957) mortality table used in asset shares. 








Or putting it another way, after pay- 
ment of commissions and other agency 
expense reimbursement allowances, a 
first-year cash value should be rea- 
sonably related to the funds on hand 
after having each policy contribute 
its share of mortality costs and also a 
reasonable allowance for expenses. As 
a general principle, the first-year cash 
values should not differ significantly 


from the _ policyholders’ theoretical 
equity. 
In some instances, this could be 


accomplished by reducing the cash 
values or, in some cases, by spreading 
part of the first-year commission over 
some of the renewal years (in such a 
way as to maintain equivalence), or 
perhaps a combination of both of 
these things. 


Tables Show Arithmetic 


Attached are two tables which 
briefly illustrate the arithmetic in- 
volved in connection with some of the 
points discussed. 

Table 1 shows, for the first policy 
year, the “balance” per $1,000 avail- 
able for underwriting, issue and other 
expenses under high early cash value 
policies of two companies as compared 
with the “balance” under their com- 
parable “regular” policies (that is, 
without high early cash values). 
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Table 2 shows, for the same two 
companies, a comparison of first year 
net outlays per $1,000 and commis- 
sions, as between high early cash val- 
ue and “regular” policies. For their 
“regular” policies, it has been as- 
sumed that there is no loan financing. 


Sees Bad Public Relations 


To sum up, minimum deposit ar- 
rangements seem to have many in- 
gredients which could ultimately lead 
to bad public relations on a large scale. 
They are fraught with elements which 
are bad for the policyholder, the agent, 
and the company. 

While many policyholders use the 
loan provision of their policies (and 
this is a powerful feature of cash val- 


_ue life insurance), it is an entirely dif- 


ferent matter when a policy has been 
deliberately sold on a basis which vis- 
ualizes maximum policy loans from 
issuance of the policy. Particularly so, 
where the first year cash value ex- 
ceeds the funds on hand, and is cou- 
pled with a first-year commission that 
represents an inordinately high per- 
centage of the minimum amount 
which the company receives from the 
policyholder in the first year. Here 
we have something which in the long 
run can only do harm to the good 
name of life insurance. 





Some High Early Cash Value Policies vs. Comparable "Regular" Policies # 





Comparision of First Year Net Outlays per $1,000 and Commissions 
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Company "A" Company "B" 
High Early Comparable High Early Comparable 
Cash Value "regular" Cash Value "regular" 
Policy Policy Policy Policy 
Age 25 
lst Year 
Premi $ 17.45 $17.45 $ 17.7h $17.U4 
Policy Loan __ 329 0 _12.38 O- 
Net Outlay (Minimum Deposit) $ 13.51 $17.45 $ 5.36 $17.bb 
—— ; $ 9.60 $ 9.60 L.lh $ 9.59 
as % of Net Outlay 1% 5 83% 55% 
Age 35 
lst Year 
Premium $ 23.50 $23.50 $2.12 $23.62 
Folicy Loan 8.12 te) 17.14 . te) 
Net Outlay (Minimum Deposit) $ 15.38 $23.50 $ 6.98 $23.62 
Commi ssion#: 
Amount $12.93 . “$12.93 $ 6.03 $13.10 
as % of Net Outlay 84% 55% 86% 
Age 45 
lst Year 
Premium *$ 33.45 $33.45 $343k $34.0 
Policy Loan 13.70 fe) 22.86 (9) 
Net Outlay (Minimum Deposit) | $ 19.75 $33.15 $11.48 $315 .0b, 
Commission#: 
Amount $ 18.0 $18.0 $ 8.59 $18.72 
as % of Net Outlay 93% 55% 15% 
Age 55 
lst Year 
Premium $ 50.57 $50.57 $51.59 $51.29 
Policy Loan 20.86 0 29.52 oO 
Net Outlay (Minimum Deposit) $ 29.71 $50.57 $22.07 $51.29 
Commission#: 
Amount $ 27.81 $27.81 2. . 
as % of Net Outlay 5 * cag ” os 





under Company's graded premium program. 


NOTE: 


# 1st Year Commission: Company "A" 





Sompany CA" - Minimum policy $15,000 for high early cash value policy; $2,000 for "regular" 
policy. Results for both policies illustrated for highest amount group ($25,000 and over) 
Company "B" - Minimum policy $25,000 for both plans illustrated. 


* "Regular" policy assumes no loan financing is involved. (Company "A" does not provide for 
lst year policy loan on its "regular" policy, but Company "B" does. ) 


All results are illustrated for male lives. 


- 55% for’both plans illustrated; Company "BY - 25% 
for high early cash value policy, 55% for "regular" policy (50% at age 55). 











One Good Way To Keep aS 





nd cor 
Good Agents Happy cnt 
sought 
under \ 
ssued | 
suffice. 
We believe a good agent is happiest with the company best able to Wea 
accept all the business he has worked hard to get. No company likes to turn pn advi 
: ° ° . ° ° tot 
business away, or disappoint its producers, by rejecting substandard This 
applications. And it’s often unnecessary, because many “borderline” cases a 
can be successfully written, if the company gets the right underwriting — 
help and gets it in time. This is precisely what North American Aes St 
Reassurance Company provides. Mr. V 
Assistan 
We are in life reinsurance exclusively, with hundreds of life company faid the 
clients depending upon us for superior underwriting assistance. ip Vale 
Because of our unusual depth of experience in underwriting substandard ‘seams 
business we are uSually able to determine immediately whether or not a a pdvise < 
difficult case can be successfully written. Of course, we will share the risk or 
. . . . » 
even take it all, if desired, at the lowest rate obtainable ue 


har 


commensurate with sound underwriting. We can 

















do the same for you and your agents. _ 
Tian 
4 Suit a 
Superior underwriting, and all our other non- i tiger 
competitive services to life companies, are outlined I eens: 
in our booklet, ‘‘Reinsurance Exclusively’’. pects, ( 
& a an. 
Why not write for your free copy today. omplai 
evieve 
ewton: 
of their 
grated | 
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161 East 42nd Street, New York 17, New York fing: 
MUrray Hill 7-1870 or loss 
anguish 
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as filec 
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